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World News 


Indian voters 
deal blow 
to Congress 
Party hopes 

India’s Congress Party was 
heading for a further defeat, 
as voting trends in state 
assembly elections closely mir- 
rored the results of last 
November’s general election. 
Congress had lost control in 
five of eight states that went 
to the polls - Orissa, Rajas- 
than, Madhya Pradesh. Hima- 
chal Pradesh and Gujerat 
Main ga Hn am were tha radical.. 
Hindu BJP, rather than the 
Janata Dal Party of Mr 
V. P. thp Prime Minis- • 
ter. Page 16 

Likud MPs defect 

five disaffected Israeli MPs 
of the right-wing Likud, led 
by Mr "Yitzhak Modal, the Eco- 
nomic Affairs Minister, broke 
away to form an independent 
faction, in protest at what they 
rail the “undemocratic” stew- 
ardship of Mr Yitzhak Shamir, 
the Prime Minister. Page 4 

Kohl border accord 

Helmut until , West German 
Chancellor, agreed that the 
West said East German parlia- 
ments would make a joint 
statement confirming the exist- 
ing Polish border after the East 
German elections in March. 
Page 2 

Soviet land for rent 

Soviet deputies approved a 
new law giving individuals 
the right to lease land from 
collective farms for the first 
time. Page 2 

Cambodian hold-up- . 

Cambodian delegates were last 
night still trying to agree a 
dosing comjnuniqu£ at peace 
talks in Jakarta, putting in 
jeopardy hopes of an early 
resumption of the Paris inter- 
national conference aimed at 
ending the U-year conflict 
Page 4 

EC storm money 

Huge waves breached Den- 
—•rk’s dykes flooding homes 
the fcnnland in storms which 

* d LPtrtiVoX' least so people 
^«jssEt iro P B in the last four 
days, as tbe European Commu- 
nity announced emergency 
aid for victims totalling 
EcuL7m (S2mX Page 2 

E German collapse 

East Germany’s armed forces 
are falling apart as men desert 
in their thousands and disci- 
pline collapses, Nafco sources 
said. Page 2 

Philippines’ debt 

The Philippines became the 
second country, after Mexico, 
to sign an agreement with 
jpiwnjitinnfli banks under tha 
new debt initiative launched 
last March by Nicholas Brady, 
the US Treasury Secretary. 
Page 4 

FT man still held 

Sudan's ambassador was sum- 
moned to the Foreign Office, 
where Britain’s concern was 
expressed over the- detention 
fop eight days of journalist 
Julian Ozanne, the Financial 
Times East African correspon- 
dent Page 4 

Ceasefire order 

Nicaragua’s Sandinista govern- 
ment ordered an immediate 
ceasefire in the war with the 
US-backed Contras as Presi- 
dent-elect Vloleta Chamorro 
pledged to drastically cut the 
size of the country's armed 
forces. 

Buthelead peace call 

South African Zulu tribal 
leader Mangosuthu Buthelezi 
backed ANC leader Nelson 
Mandela’s call for halting 
black strife in South Africa’s 
Natal province, saying fac- 
tional fighting was hurting 
efforts to aid apartheid. 

Sudanese ambush 

Rebels in south Sudan said 
they had ambushed a massive 
army convoy on its way to 
relieve the besieged regional 
capital of Juba. They c l a im ed 
to have killed over 300 soldiers 
. and destroyed more than 50 
vehicles. 


Business Summary 


BAe hopes 
new package 
will signal 
end to strikes 

Manual employees at British 
Aerospace’s Preston plant are 
expected to back the compa- 
ny® revised package for a 37- 
hoor week. 

Acceptance would signal the 
end to a series of BAe strikes 
which began 17 weeks ago 
which have severely dianqjted " 
production at Airbus, the Euro- 
pean a ir cr aft consortium. 

Pages 

MARKETS: Cocoa prices broke 
out of the doldrums" after 
months of desultory trading. 
The May contract on the Lon- 
don Futures and Options 

jCOCTj 

2nd position futures <E per tonne) 
680 



Jan I960 Feb 

Exchange (Fox) closed at £674 
a tonne, a rise of £24 on the 
day and the highest close for 
more than three months. Page 
28. fn Tokyo, the Nikkei aver- 
age rose nearly 700 points to 
post its seventh largest gain 
in history. Back page. Section 
n. Sterling shrugged aff.poor 
UK trade figures and the dollar 
was firm on unexpectedly 
strong fourth quarter growth 
in the US economy. Page 36; 
Lex, Page 16 

BASS, Britain’s leading 
brewer, is seining its Crest 
chain of 47 hotels in Britain . 
and the Netherlands to concen- 
trate an the development af 
its recently acquired world- 
wide Holiday Inns business. 
Page 17 ; 

VOLKSWAGEN, West German 
car company, said it was plan- 
ning a rights issue which ana- . 
lysts said could raise up to 
DML4bn ($875mj. Page 17 

COMMERCIAL Union and Gen- 
eral Accident, UK composites, 
both Mamed bad weather and 
heavy c om p e tition for pre-tax 
profits in 1089. 

FRENCH banks have 
instructed their lawyers to file 
suit against Deutsche Genos- 
aenachaftsbank in their row 
over DM6bn ($3.6bn) of con- 
tested securities transactions. 
Page 17 

ARGENTINA’S current 
stand-by credit agreement with 
the International Monetary 
Fund worth $L4bn appears 
to have collapsed, according 
to sources dose to the negotia- 
tions. Page 6 

US expressed renewed concern 
at the value of the South Kor- 
ean currency, which h a w fallen 
steadily against the dollar 
since the beginning of the year. 
Paged 

LEIGH INTERESTS of the UK, 
a West Midlands-based waste 
disposal group, is tapping 
shareholders for £35.6m 
($60.52m) to wipe out borrow- 
ings and fund its next three 

years of development 
Page 24 

AMSTERDAM-Rotterdam 
Bank, Netherlands second larg- 
est commercial bank, saw Its 
1988 earnings soar by nearly 
45 per cent on income that out- 
paced expenses and extraordi- 
nary gains. Page 18 

ALAN BOND. Australian busi- 
nessman, bad a dramatic raver* 
sal of fortune when receivers 
were unexpectedly ordered 
to relinquish control of his 
brewing empire. Page 17 

FRENCH exports rose to a 
record FFrl04.6bn (SUkShn) 
in January, helping to cut the 
trade deficit for the month to 
only FFriOOm after seasonal 
adjustments. Page 3; Bade 
page; Section n 


Indictment exposes Exxon to fines of over $600m 


By Lionel Barber fn Washington and Rod Oram In New York 


A US federal grand jury 
indictment of Exxon Corpora- 
tion on flvB criminal charges 
arising from last year's oil spill 
in Alaska' deepens -the com- 
pany’s legal difficulties and 
exposes it to more than $600m 

hi fmw 

. The indictment follows the 
collapse - of plea bargain talks 
between Exxon and the US 
Justice Department which 
Alaska state and. envi- 

ronmentalists bad denounced 
as too favourable to the New 
York-based ofl concern. 

Mr Richard Thornburgh, US 


Attorney-General, toU a news 
conference in Washington on 
Tuesday evening that Exxon 
had refused to accept the 
Department’s terms foe enter- 
ing a guilty plea and avoiding 
a trial But he did not role out 
a future plea bargain arrange- 
ment. 

The earlier t en tat i ve agree- 
ment would reportedly have 
allowed Exxon, to have escaped 
i Hm t nai charges, w hile forcing 
tt to provide up to $K 0 m in 
damages as restitution for the 
llmgaBon oil spill in Prince 
William St hithi g pHwff 


However, Alaska nfRrfnlft 
denounced the reported 
wmngffuffB t as a “secret deal” 
and said it "brake an earlier 

■ wimmftmgnt by ttiw Jus- 
tice Department to join the 
state in civil , suits against 
Exxon. 

Mr Thornburgh said the 
criminal indictment did not 
affect civil actions contem- 
plated by the US Government, 
Alaska state or individuals. 

He also stressed that the 
Government would pursue 
civil remedies “quite sepa- 
rately and apart” from the 


criminal prosecution. But he 
offered no details and said 
there was a six-year statute of 
limitations on starting such 
actions. 

The state and more than 150 
private Interests have already 
suits against Brmn for 
the oU spill which occurred 
when the Exxon Valdez ran 
aground on a marked reef, kffi 
tag more than 86*000 migratory 
birds and polluting more than 
L 0 OO miles of coastline. 

The first felony count alleges 
that Evmn violated the Forts 
and Waterways Safety Act 


which requires the owner of a 
vessel to ensure the wheel- 
house is constantly mannwl by 
competent people. 

The second felony count Is 
based on a federal law banning 
shipping companies from Wr- 
ing crew members known to be 
physically Incap able of hand- 
ling duties. 

The three misdemeanours 
relate to violations of environ- 
mental laws, including the 
Clean Water Act. 

Investors are unable to put a 
price tag yet on Exxon’s legal 
entanglements. “We don’t have 


a due," one oil analyst said. J; 

Reacting to the indictmei ?. 
news, Exxon’s share pnf_? 
dipped 5% to $47% yesfcadajL • 

Analysts believe that the 
Justice Department estimates 1 
that p enalt i e s arising from the . 
indictments «»»m cost Exxon a i 
m jnfaium of 5600 m axe conser- 
vative, some putting the cost : 
closer to Slbn. 

Mr Larry Rawl, Exxon’s 
chairman, disputed the Justice 
Department’s figure, saying: 
“In this case, we believe there 
is no statutory basis for the 
Continued on Page 16 


US industry is in deep 


By Peter Rhktell, US Editor, In Washington 


Philips shake-up 
to streamline 
decision-making 


US manufacturing industry 
has never been in more trou- 
ble, and its competitive poor 
Han will continue to -decline 
without greater government 
.support, according to a wide- 
ranging report from the Office 
of Technology Assessment, a 
bipartisan congressional body. 

Among the most contro ll er- 
trial suggestions, certain to be 
reslstedby the Bush Adminis- 
tration, is that, a new federal 
agency should be set up to 
work closely with industry to 
select and support “high-risk 
but promising new tecfanolo- 


The report, submitted to 
Congress yesterday, paints a 
pessimistic picture of the com- 
petitive position of US manu- 
facturing, warning that it is in 
"deep trouble" and felling 
behind competitors in develop- 
ing, commercialising and du- 


tastog technologies. 

Without federal action, the 
continued decline of competi- 
tiveness will “hart American 
standards of living and our 
ability to provide for national' 
security." 

Much of the and the 

Hum, such aath^prime finpor- 
■ tehee aBmtaaflng federal 
budget deficit, encouraging 
higher private savings, kmger- 
tem holding of equities, stimu- 
lating technology transfers and 
impr o v ing public education. 

The significant feature Is the 
call -for closer federal involve- 
ment In supporting specific 
technologies. This comes amid 
mowing congressional concern 
that the US is losing out in 
"advanced technologies to 
Japan and other Pacific Wm 
countries. 


In particular, the report dis- 
cusses file creation of a new 
Civilian Technology Agency, 
possibly with a new Depart- 
ment of Tnrhi a tr y anil Technol- 
ogy fin place of the present 
Department of Commerce). 
This agency might be a civilian 
version of the present Defence 
Advanced Research Projects 
Avency in the Pentagon. 

. . The new independent agency 
could make “grants or co-oper- 
ative agreements with pri v ate 
performers of research and 
development on high-risk pro- 
jects that could have excep- 
tional value to the civilian 
economy” 

Defending such an agency 
against the charge of “picking 
winners,” Dr John Gibbons, 
director of the Office of Tech- 
nology Assessment, told the 
Senate Banking Committee 
yesterday that there were 


many US examples of success- 
ful commercial industries 
building on abundant govern- 
ment support of technology. 

The Bush Administration is 
firmly opposed to such ideas as 
smacking of an iuterwnnifqmBt 
industrial policy. Even Hmtod 
proposals for greater govern- 
ment su pp ort from the Com- 
merce Department has been 
strongly opposed by President 
Bush's main economic advis- 
ers. 

Apart from reducing the fed- 
eral bndaet def i c it. the Admin- 
istration places most rnnphanla 
on keeping down taxes. Mr 
Rush said yesterday in New 
York that “lower taxes are the 
key to making America com- 
petitive in the global market- 
place. We can outproduce, out- 
market and outsell anybody 
else - If we can keep taxes low 
for American business.” 


Greenspan cheered by expansion in GNP 


By Pater REddefl in Washington 


THE. probability . of. a. US 
recession has now slipped 
"below 50 per cent,” Mr Alan - 
Greenspan, the. chairman of 
the Fnsu Reserve, said yes- 
terday after new evidence 
emerged that the economy was 
not as weak at the end of last 
year as previously believed. 

Preliminary figures for. US 
output shows that Gross 
' National Product expanded at 
an annual rate of 09 per cent 
-iareat; "Inflation adjusted, 
terms in the final quarter of 
1989. This compares with the 
earlier estimate af only 05 per 
cent growth, tbpugh it Is still 
the smallest rise for more than 
three years. 

The revision, largely because 


of higher exports. vrfU rein- 
force the Fed -view that the 
economy's weakest pblnt has 
passed axrt thaf there is, t he re- 
fore, no seed for an erity cat 
in US Merest rates, to face of 
continued worries over domes- 
tic inflation -and upward pres- 
sures an. overseas rates. 

Mr Greenspan has brushed 
aside Tuesday’s figures show- 
ing a record fall in durable 
goods orders in January as 
reflecting temporary influ- 
ences, suggesting that the sit- 
uation Is now stabilising. He 
said yesterday that while eco- 
nomic growth is still vulnera- 
ble, growth in the first quarter 
should be “slow but positive.” 

. There are some favourable 


p ointer s far the' latest figures; " 
not only higher exports but 
also a smaller overhang of 

jwawi i ftiiaafl iig .' l»tinrlri> ~1!him' flf ~ 

first believed. Excessive stocks 
to relation to sales are an 
important cause of a recession. 

The lower level of stocks 
means that any increase In 
sales is more quickly trans- 
lated into higher production. 
With the car industry anyway 
having reduced much of its 
stocks of unsold cars to Janu- ' 
ary, this paints to a modest- 
rebound to activity to the cur* 
rent quarter. 

The precise level of growth 
Is Important because of the 
provision to the Gramm-Rnd- 
man deficit reduction law 


which allows Congress to pro - 1 
pose a suspension after two 
successive quarters of annual 
GNP i growth ttrtess tban 1 per 
cent. Mr Cfreenspan said that 
even if there were to be two ' 
quarters of below 1 per cent ' 
growth at the moment, the Fed 
does not see “a cumulative 
downward process” that would 
justify such a suspension. 

Mr Michael Boskln, the 
Chairman of the president's 
council of economic advisers, 
takes the same view because of | 
his belief that economi c activ- 
ity will recover later this year. 
Any Congressional resolution 
would anyway be subject to a 
presidential veto. 


By Laura Raun In Amsterdam 

MR Cor van der Klugt, 
president of Philips, will retire 
next year and be replaced by 
Mr Jan Thnmer to a sweeping 
management shake-up 
designed further to streamline 

rtamgiftn.maTHng and bring fal 

younger blood at the Dutch, 
electronics giant 

Philips is Europe’s largest 
electronics company ana a 
world leader in televisions, 
tight bulbs and electric shav- 
ers. Announcement of the 
major reorganisation, the sec- 
ond to three years, came on 
the eve of Philips' 1989 results 
announcement today. 

Mr van der Klugt wfll be 66 
when he steps down ss presi- 
dent as well as board and com- 
mittee- chairman on July 1, 
1991, after serving five, years. 

He will be remembered for 
embarking on the most 
far-reaching restructuring in 
Philips' history, involving the 
loss Of thruiBanda of jobs and 
closure of dozens of factories. 

Mr van der Klugt often talks 
to military terms of the drive 
to" cut costs and improve effi- 
ciencies, necessitated by low 
profitability, erratic earnings 
and Blnggish sales.. . 

Mr Timmer, 57, is a 
tough-minded manager who 
has made a reputation for help- 
ing turn around the loss-ridden 
consumer electronics division 
which he now heads. A 
no-nonsense executive, he is 
expected to insist on clearer 
hues of individual responsibil- 
ity in a company long known 
for group-style accountability. 

Half of the six-member board 
of management, which is 
responsible fin overall corpo- 
rate poficy. will be replaced by 
July 1 1991 and another two 
members are likely to step J 
down by the end of next year. ( 



Jan Thnmer: promotion 

It is understood that- the man- 
agement board might be 
reduced to numbers at that 
time. The 11 -member group 
management committee, which 
is in charge of daily operations, 
will dwindle to eight members 
by July l 1991 but it might 
expand if the management 
board shrinks. 

Philips will celebrate its 
100th anniversary In 1991 and 
has set ambitious goals of 
F18bn ($l.6bn) earnings on 
sales of F190bn for its cente- 
nary. to comparison, .earnings 
for 1989 are expected to jump 
dramatically to between 
F11.4bn and- F11.6bn from 
FlL06bn in 1988, fueled partly 
by big extraordinary gains, 
while sales of F157bn have 
already been announced. 

Mr Thnmer will assume Mr 
van der KhigFs responsibilities 
after taking over as board and 
committee vice chairman and 
executive vice president on 
July 1 this year. Also retiring 
Continued on Page 16 


Imports surge halts reduction 
in UK monthly trade deficit 

By Peter Norman, Economics Correspondent, In London 

BRITAIN’S current account monthly figures, 

balance of payments deficit Ulllfe il—ctl The CSO disclosed tha 

jumped nearly £LlIm ($L85bn) Cunant account bolanca (£bn) value af imports facreas 

. to £1 A8bn last month as a ’ V_ " B ‘ 

sharp rise in imports brought 
the recent improvement to the 
UK’s monthly trade figures, to 
an abrupt halt 

However, the unexpected 
deterioration in the January 
figures was accompanied, by a 
substantial do wnw ard revision 
In the December current 
account deficit to £817m from 
£L131m previously announced 
last month. 

Both sets of figures were 
affected by exceptional factors 

awl Bmtuj considerable conflt- 19BB 1989 bo the three months to Jar 

sion in financial markets, “ . - ■ 1 1969. On the same basis 

which had been expecting a Without these movem e n t s, urns imports fell by 1 per 
modest increase in January's which count as erratic transac* in the three months to Jar 
current account deficit to tions, the deficits increased by compared with: the prei 
around £L8bn. only £800m in the month, the three months and were a 

The Treasury and the Cen* CSO said. per cent higher than a 

tral Statistical Office said the Meanwhile, the December earlier, 
jump In the Jammy currant deficits fen to reflect changes Both the equity and 
accmrat deficit, which was mto in the way the statistics: are rency markets largely aco 
rored by an equally large rise adjusted to take account of sea- the official explanation 
to Jammy's visible trade dafi- sonal Irregularities and the dtf- January’s poor perform 
dt to £L98bn, was largely the ferent numbers of working largely reflected erratic 
result of an exceptional rise to Hays in the month. 1 These Continued on Page 16 
diamond imposts and a faU in changes also caused snbstan- Lex, Page 16; Markets, Se 
aircraft exports. ttal revisions to earlier H : I 



Without these movements, 
which count as erratic transac- 
tions, the deficits increased by 
only £800m to the memth, the 
CSO said. 

Meanwhile, the December 
Arfirita fell to reflect chang e* 
to the way the statistics: are 
adjusted to take account of sea- 
sonal irregularities and the dif- 
ferent numbers of working 
days in the month. These 
changes also caused , substan- 
tial revisions to earlier 


The CSO disclosed that the 
value of Imports Increased in 
January by 9.5 per . cent to a 
record filOJflra while exports 
fen by L5 per want to £&6to 
However, it pointed' out that an 
a three" months’ basis, the 
trend of British exports was 
still strongly upwards while 
import growth had slowed 
sharply. f 

Excluding oil and erratic 
items, the volume of exports to 
the three months to January 
was 4 per cent higher than to 
the August to October period 
and 11 per cent higher than to 
the three mouths to January 
1969. On the same bads, vol- 
ume imports fell by 1 per cent 
in the three months to January 
compared with: the previous 
three months and were only 2 
per cent higher than a year 
earlier. 

Both the equity and cur- 
rency markets largely accepted 
the nfflrial PT planarirm that 
January’s poor performance 
largely reflected erratic and 
Continued rat Page 16 
Us, Page 16; Markets, Section 
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Bank on a bank that’s 

DECISIVE. 

The right decision at the right time. Our combination of competent 
personnel and an unbureau cratic organisation has made us one of the 
top ten banks in West Germany, with a balance sheet total of over 
DM 109 billion. If you’re looking for an international business 
partner; we have the decisiveness you can bank on. 
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Reconstruction in east ‘will exact a price 1 


y wait 'am DulHorce in Geneva 


MILD recession In the US, 
1,000 poin’ts off Tokyo’s Nikkei 
xxA exchange index, a don- 

ling of the West German bud- 
at deficit ;and strains within 
le European Monetary Sys- 
sm may be the price the West 
as to pay i tor reconstructing 
astern Eui'ope, a leading 
ivestment banker said yester- 
oy. 

For economic reconstruction 
i achieve an irreversible 


HUNGARY "WILL NEED TO RAISE $ 3 BN A YEAR IN NEW CREDITS’ 


lonentum in East Germany, 
[angary, Poland and Czecho- 
lovakla alone, large-scale 
avestments an id transitional 
ubsldies to Uvilng standards 
rould be required from the 
Vest, said Mr Jonathan Wil- 
not, econonrics director of the 
„ondon operation of Credit 
Suisse first Boston, the inter- 
lational investment bank. 

These countries would be 
mining big current account 
ieficita, adding to world 
iemand and absorbing scarce 
savings - and liquidity man the 
West at a time when monetary 
conditions had been tightening 
worldwide since 1986. 

With the international econ- 
omy operating near fall capac- 
ity, even modest extra demand 


HUNGARY wtn need to raise new credits of 
about $3bn a year on International money 
markets to pursue Its economic reforms* Mr 
Laszlo Bekesi, Finance Minister, said yester- 
day. He foresaw partial convertibility of the 
currency In 1992 or 1993, as Hungary mod- 
ernised its financial system. But for a transi- 
tional period the Government would pursue 
a policy of successively devaluing the forint 
against convertible currencies and revaluing 
It against the currencies of centrally planned 
economies. 

Addressing a Euromoney international 
finance markets conference in Geneva, Mr 
Bekesi said the agreement Hungary had 
reached with the International Monetary 
Fund called for “ ex traordinarily rigorous 
regulation” of the money supply and a strict 
fiscal policy. 

The deficit on the state budget would be 
reduced this year to 0.5 per cent of gross 


domestic product Unemployment was expec- 
ted to reach 1-2 per cent of the workforce, 
but it could rise further if co-operation 
within Comecon started to break down. Cuts 
in subsidies and the freeing of prices and 
wages could push Inflation to around 20 per 
cent in 1990. GDP growth had averaged less 
than l per cent over the past three years and 
annual growth of more than 1 per cent might 
not be reached over the next two or three 
years. Debt servicing still took about 60 per 
cent of annual export earnings in convertible 
currencies. 

The present Socialist Government has a 
progr amm e for expanding private ownership 
and further liberalising wages, prices, trade 
and the banking system. But, Mr Bekesi 
stressed, direct foreign investment and the 
import of new technology were indispensable 
to the success of the reforms. Hungary holds 
parliamentary elections on March 25. 


would add to pressure on 
resources, Mr Wfiznot said. 
From the point of view of con- 
trolling inflation, the opening 
up of the east had come at a 
bad time. 

Mr WUmot was speaking at a 
Euromoney international 
finance markets conference in 
Geneva. 


GSFB presented a study sug- 
gesting that the West would 
have to pump in $26bn (£9.4bn) 
a year more than previously 
estimated, merely to counter 
the effect cm the east European 
economies of Soviet irwdahmf*. 
on receiving hard currency for 
oil' and gas supplies. The Soviet, 
move could raise the capital 


flows needed by east Europe to 
some $80bn-$90bn over four 
years. 

To persuade East. Germans 
to stay at home. West Germany 
had either to pay subsidies, 
which would push up its bud- 
get deficit, or achieve currency 
union at an unrealistically 
high exchang e rata far the East 


German mark — or do a bit of 
both, Mr WOmot said. 

It already looked as 
the budget deficit would 
neater DMSObn (£17.5bn) than 
the DM2fibn originally planned. 

The Bundesbank hid to push 
up interest rates, to counter 
the inflationary pressures, and 
the higher rates wo uld b e 
transferred to other markets. 

The Tokyo stock market, 
where the reverse yield gap 
between government bonds 
and equities had been steadily 
widening, was particularly vul- 
nerable to a liquidity squeeze 
and hi ghe r interest rates. 
Another bearish factor was the 
sharp decline in the growth 
rate erf Japanese industrial out- 
put, from a peak of 12 per cent 
to 2 per cent a year. 

In the US it was difficult to 
see how the economy could be 
sustained through the second 
half of 1990 without lower 
interest rates, but eastern 
Europe had started to bid away 
savings needed by the US. The 
Federal Reserve would no 
doubt reduce interest rates- but 
could delay too long to pr eve nt 
a mild recession, Mr Wilmot 
said. 


Banks wary over loans to eastern Europe 


By Nonna Cohen 

WESTERN commercial banks, 
while applauding economic 
and political reform in eastern 
Europe, ace privately express- 
ing reluctance to extend new 
loans to the region for any pur- 

S ose except specific project 
nance. 

"For general balance-of-pay- 
menta lending to central 
banks, the bookis dosed,” said 
one weston banker in charge 
of lending to the region. "One's 
ability to predict events has 
been reduced,” he explained, 
talance-of-payments loans ate 
le type sought by most sover- 
eign borrowers In the interna- 
tional syndicated loans market. 

The bulk of the cash for eco- 
nomic reconstruction will 
instead be provided in the form 
of equity investments in spe- 
cific projects or in the form of 
guaranteed credits from gov- 
ernments or multilateral lend- 
ing agencies, the banks say. 

The assessment by hankers 
on the region’s short-term 
prospects shows that lenders 
have taken to heart the mes- 
sage contained in a report from 
the Organisation, for Economic 


EAST EUROPEAN NET DEBT/EXPORT RATIOS* 


Country 

1988 

1987 

1989 

1989p 

Bulgaria 

143 

175 

196 

283 

Czechoslovakia 

66 

78 

78 

95 

East Germany" 

89 

107 

106 

116 

Hungary 

312 

324 

290 

326 

Poland 

570 

556 

504 

532 

Romania 

98 

76 

32 

-1 

Soviet Union 

79 

82 

SO 

113 
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Co-operation and Development. 
The OECD warned that “fur- 
ther weakening seems inevita- 
ble before changes in economic 
structure can produce any tan- 
gible improvement” 

. The OECD noted tthat for 
eastern Europe, the changes 
occur when most countries are 
already gra p p ling with heavy 
debt burdens and soaring infla- 
tion. Increasing the debt bur- 
den for these nations could 
pose serious problems. 

In its report, the OECD 
attempted to assess the vulner- 
ability of east European bor- 
rowers to service debts if so 


fresh cash was made available. 
While Czechoslovakia, East 
Germany, the Soviet Union 
and Romania appear able to 
weather a severe loss of mar- 
ket confidence, Bulgaria and 
Hungary could suffer a liquid- 
ity crisis if their borrowing 
capacity were restrained. 

Critically, bankers’ percep- 
tions of individual borrowers' 
creditworthiness are not gov^ 
emed solely by the statistical 
analysis contained in the 
OECD report. For while Hun- 
gary is viewed as having 
among the highest debt-to-ex- 
port ratios in the region - a 


key measure of a sovereign 
borrower’s ability to repay - 
bankers are confident about 
the country’s ability to repay. 

Meanwhile, Romania, with 
virtually no external debt, is 
considered about the riskiest 
credit in eastern Europe. 

Bankers -agree that part of 
tfi B difficulty in +>w» 

region’s credit risk is the pau- 
city of accurate information on 
debt and economic perfor- 
mance. Indeed, the OECD 
notes, the only organisation 
apart from itself producing 
accurate Information on east 
European debt is the Central 
Intelligence Agency in the US. 

However, one area where 
bankets remain eager to pro- 
vide funds is in the area of 
project finance. “Balance-of- 
payments borrowi n g is sensi- 
ble for neither the borrower or 
the lender,” said Mr Neil Sebag 
Monteflore, director of invest- 
ment banking at Swiss Bank 
Carp’s London office. Instead, 
he said, finance for specific 
projects, especially those 
which generate foreign 
exchange, is very attractive. 


Exports help 
cut French 
trade deficit 

FRENCH exports rose to a 
record FFri.04.6bn <£10.8bn) in 
[.January, helping to cot the 
trade deficit for the month to 
only FFrSOOm after seasonal 
adjustments, compared with a 
deficit of FFr2.44£bn in Decem- 
ber, writes George Graham. 

Exports rose by 7 per cent 
over December, and stood well 
above the average in recent 
months. Imports also rose, to 
stand at FFrl05.4im after sea- 
sonal adjustments. 

The deficit was ymaTfaw thaw 
expected, and, following the 
previous day's relatively low 
inflation statistics, helped 
boost financial markets. 

France’s deficit in industrial 
goods narrowed slightly from 
December to FFr2bn, while the 
surplus in food and agricul- 
tural products increased signif- 
icantly to FFr4-8bn. The food 
surplus Is understood to . 
include a large delivery ^ of 
grain to the Soviet Union. 


WGefi 
bank litajs 
down cost 
of unity 
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By Andrew Flafioc, 
in Frankfurt . r. 


HIGH FOREIGN estimates of 
the cost of Oentiut^'snite 
which have led to a root dm 
tiie bond market,- are befcog 
countered by West, German 
banka,whlchargt»tiiat» 
and economic rec on struction 
should not cause a sur ge to 
interest rates and inflation. : 

. “Jnfiatimiacy expectation* of 
5 per wnt and on the 

capital- market of DMKMJba a. 
year are way beyond probabil- 
ity,” said Dresdner Bank faults 
latest eco nomic review. Ampli- 
fying tUa view iaarMaml 
study, It said consumer prices 
woe likely to. rise byarocmd 
24S pec cent this year-mad by 
betwe en . S and &5 par .cent In 
1991. . 

The raising ar mors money 
by the public HctasNMU'jaot 
lraiiTtn a. lasttng^riso hi -inter- 
est rates, andtihe extra needs 
of - West- German" cswffliles 
could also be met without 
overburdening the capital 
market, ilhebank-added that 

_ . ^ in East 

Germany would hot-mi lie met 
from. West Germany anyway. 

Dresdner Bank said that 
putting East Gennanparirton- 
ers and the rising, wmnhw of 
unemployed on to a system 



hfr Kohl signals of yesterday’s cabinet meeting 



use on 
Poland’s border 

By David GtobdhnA in Bonn 
and Paid r RfcfotelHfi Washington 
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Coke aid approved 

The 

gave 
(£lbn)in 
year; to the West < 
industry, on condhloafhat 
level of support is reduced pro- 
gressively over the next two 
years, writes Lucy Kellaway. 
Such a reduction, the Commis- 
sion said, would contribute to. 
a much needed cut In capacity 

and pifl ifaniteiHnu Thu gnhfri - 

dised coke, produced at 'prices' 
well above the world average. 
Is used for steel production. 

Polish rate cut 

Poland's national bank (NBP) 
has set itsbasic interest rate 
for March at 10 per cent as the 
•country enters the third month 
of its Iate rtm tl ona l Monetary 
Fund-approved austerity pro«- 
gramma, write? .Christopher 
Bohinski in Warsaw. The new 
rate will bring relief to indus- 
try after January’s 36 per cent. 


THe Rl Hon Christopher Patten, mp 

Secretary of State for the Environment 

Tlw Rt Hon TTw Lord Crickhowell 

National Rfvws Authority 

Madame Christine Morin-Postet 

tyonnaisedflsEaux 

Mr Michael Swallow 

The Water Companies' Association 

Mr Adrian While 

Bfwuter Limited 

Mr David Cadbury 

Southern Water pte 

MrRobHFKreutz. 

Verenlging van BtptoBanten von 
Wrfertekfingbedrfjven in Nederland (VEWlhl) 


Mr Martin GrOner 

Federal Ministry farttw Environment, 

Nature Consenatkm & Nuclear Reactor Safety, 
West Germany 

Mr 

Thames 


Turkey hails vole - - 

Turkey yesterday welcomed 
the defeat, in the US Congress 
of a resolution implying delib- 
erate genocide of L5m Arme- 
nians by Ottoman fences in the 
First World Wax, writes Jim 
Bodgener in Ankara. 


*Mhn to that in West Geraany 
would cost around DH25bn 
(HLShaij p year initially. H tiie 
Bonn Government awaited tofc 
Increases, as premised, this 
would re quir e a 2 per cenff itic 
to West German social 'secu- 
rity contributions, wlaftsfe 
would dampen porcharing 
pomk ' : ’ 

The bank asaumeda co n vex- 
slon rate oT DHl for i East 
Gernlan Mark as part of a cur- 

rmfn ar 1 — 1 - ’btebor Ana ft 

rirahterK wndfecreaMMl 

social sec u r it y and'envbrafn- 
mantal costs would: be offset 
by the fewer costof aii p pmU 
tog' ttew^fmihigreuits, who 
would cross hi smaller num- 
bers once economtoUnfdn wire 
nchiwied. Subsidies to^border 
areas and West Berlin would 
be dropp^C whfle higher ere- 
mhc growtn mmm tm gOY* 
flnmrit revenues. 

Thus Dresdner Bank put tim 
hot ba&flsn'aar'fns-pub* 
He inictar l^%eC : at ; DBH^^*a 
year. 

S noted that West Gcmten 
borr o wi n g foil stenA 
1988, w Vpa new nringjby 
vnto .households' should 
DMlBOfan In 1990. lissfc. 
Gegnans ta vestod a pet 
DM35bai to foreign. boute 
shares, jitter DM76fan. to m 
“to view of fids high capital 
mobility; a-swii&toEastfe- 

On p®a fear of 

tiw bmk said fite nri enecr on 
demand would . be ^hxsuiM 
DMUim, or lulf a ‘ 
point more on West 
growth rate. 


CHANCELLOR- HefcmztKohl 
agreed ye^erday that the West 
and East German. parHaamts 
d mM foake « 

ffmtHrmfng the eristing Polish 
border after the East Gentian 
dp«Hnn« on - 

He >was responding to 


confirmation of Germany's 

- existing border with Poland. 
His - proposed statement may 
not fuDy* satisfy the'Poles, who 

- want a tre a ty with interna- 
tional fe^I standing irat Bonn 
officiate say a treaty Is Only 
possible after the ;AJUes have 

nfllrfafl y gfopn Tip wwtp mwrilifl. ' 
ity for "GennaHy as a wholes 
'The pressure continu ed yeb- 
tterday with camments in 
Washington from Mr Otto 
Lambsdorfi, chairman of the 
Ree Democratic Party, junior 
rertner to fiie Bonn coaUtian. 
He-i^d 'there- bad to be 
unequivocal clarity from Mr 
Kohl about -the' bardm a of a 

1ft Lambsdorfi^ who is meet- 
lire members of the Bush 
Administration and Congress, 
said he was aware of the wor- 
ries rateedby-MrKohl'B. reftisal 
ton Us US vlslt4o providevmi 
rabsalutoguarenteeum.tiieiGsr- 
tnttbSoiislr.bQtdfic.' 

His comments come at a 
time of increasing concem in 
Wasbtogton about the Issue. 
Senators Sam Nunn and Clai- 
borne PeH,! the Democratic 
chairmen of the Armed Ser- 
vices. and Foreign Relations 
committees, have told Presi- 
dent George Bosh it is time for 
the ChanceQorto put the bor- 
der issue to rest. 


Mr James Baker, the US Sec- 
retary of State, responded to 
congressional worries yester- 
day when he told a Senate 
committee that the US believed 
“tbefl aimaii borders are invio- 
However, he was care- 
ful net to offend Mr Kohl in 
saying fife US^ understood “the 
view be fes expressed and we 
understand- this Js so mething 
that has to -be worked out* 

In Bonm. the cabinet yester- 
day voted' another DaESOOzn 
(£L75m) to help buDd further 
accommodation for the thou- 
sands of East Germans .con- 
tinolng to flow into the coun- 
try. According to Mr Herbert 
Schmalsteig, vice-presidesit of 
the Assodatknr of West Ger- 
man Cities, the number of Ger- 
man immigrants could, this 
Tear reach L5m-2m after about 
lm last year. 

Memiwhile, West Germany's 
union movement has followed 
~lrig business and derided, to 
move into East Germany.. 
I G MetaH, the biggest union, 
raid yestexday It was establish- 
ing offices in. eight East .Ger- 
msn towns. 

r . The East German I G 
isaid recently It inteirieal 
•opeunreottetionsstilh 
«cs ln:JUBS cB^gtoeertog sericct 
Hitherto wages and^bondltion^, 
were fixed betweefi tto Gov- 
ernment and the central body. 

However, politicians and 
businessmen to West Germany 
have complained About a law, 
doe to pass through the East 
German parHanwatt next' Tues- 
day, giving the unions a veto 
right on. any legislation effect- 
ing the Interests of workers. 


E 



apart 


EAST GERMANY'S armed 
•forces, the pride attha Worsaw 
Pact until just a' few, months 
ago, are failing a p art as |imq 
desert to. t feh* thouBandp vftd 
discipline collapses, ^feto 
sources say, Reuter reports • 
from Brussels. 

•The East German army has 
stopped functioning as a mili- 
tary machine, * said one wminr 
Nato official' with access' to 
detailed totemgence reports. 

*Tt to wW lI ng — qyiHfcw any . 

thing rise in eastern Europe.* 
The Western alliance esti- 


mates that the. National PfeQ: 
pb'8 Army, which bad 173^00 
mbn the BeafinWall ome 
down last Novambex and )was 
ri gidly tied to Communist Ide- 
ology, has now shrunk to 
around 90,000. 

“Soldiers are simply not 
turning up for work, some 
have emigrated to the west, 
others have gone fo; take jobs 
elsewhere in the country. A jot 
-of- them feel the army is use- 
less. That famous German dis- 
cipline has gone,” -another 
sodree said. - 


Last week,. a battalion of 
East German soldiers refused 
to take part in an exercise led 
by some of the 380,000 Soviet 
troops still based in East Ger- 
many, the source said. Senior 
officers had to cast around for 
some time before they found a 
nntt willing to participate. 

Arihy protest strikes erupted 
in January over strict disci- 
pline, spartan barrack condi- 
tions end the 18-mooth ueriod 
of compnlsory nifittary service. 
The authorities have promised 
to consider the donands. 
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Council of Europe seen as east-west link 


By Robert Mauthner, Diplomatic Correspondent 


THE 23-nation Council of 
Europe, created in. 1949 drift 
years before the European 
Community; could form an 
important Institutional Unit 
between western and' eastern 
Europe, particularly in the 
human drifts field, Mrs Cath- 
erine Lalumfore, its Sec- 
retary-General, said yeaterday. 

Addressing the Royal Insti- 
tute of International Affaire to 
London, aha admitted that the 
Council, set up to forge a new 
political identity for Europe, 
-had seen its idle eroded. But 
recent rarical changes in east- 
ern Europe had given tt a new 
lease of life as a potential 


“pan-European fofum of the 
democracies*. 

Hungary, Poland and Yugo- 
slavia bad already apptiedUfor 
membership of the organisa- 
tion, and tt was certainly con- 
celvable that the first , two of 
these might be able to join tids 
year, she safcL 

Mrs Lalumtidre, who had 
talks with Mr Douglas Hurd, 
.the Forebm Secretary, dwriiw 
her 8tegr in Lcndosi, said tt iWas ’ . 
.not her intention that the 
Council should replace tbajS- 
nation Conforence an Secuittgrv 
-and Co-operation in Europe, 
'grouping Nato. the Warsaw 
rPactand neitral cpmftrtes^^ 


That organisation had the. 
advantage of associating the 
US and Canada with European 
security .questions.. Bui the 
Council, covering .the - 1950 
European Human Rights Com- 
mission and Court of Human 
Rights, bad a special rote to 
play In the human ri gtifo 
'The CSCE should entrust 
the implementation of the 
third Helsinki basket {that 
dealing with human rights] to 
the Council of Europe, whose 
machinery for the protection of 
the/ individual is. undoubtedly., 
tfaeriopst Wghlydeveloped and 
effective in the world," Mrs 


The countries of central and 
eastern Europe urgently 
needed a structure capable of 
accommodating them and 
assisting them on the. path of 
democratic reforms, aha said. 
"• The risk of the EC “unrav- 
elling - in the wake of events in 
central- and Eastern Europe 
waa not negUgfole, Mr Mark 
Eyskena, Belgium’s Foreign 
Minister, warned yesterday, 
writes Tim Dickson in Brua- 
sela. He voiced concern about a 
slowing down ot European 
Integration, and said Europe 
nuist be careful over the next 
few months not to miss an his- 
toric opportunity. 
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By Our Foreign Stall. 

DENMARK'S batbasd coastal 
defences cracked yesterday, as 
huge waves breached dykes 
.and -flooded homes anA farm- 
land, la storms which hays 
kilted at least 45 people across 
Europe in the last four days. 

Hundreds of civil defence 
volunteers in the low-lying 
Jutland peninsula to Denmark 
and to the Netherlands worked 
to build up; sand dimes and 
dykes, using truckloads of 
earth and bulldozers to plug 
holes and .strengthen terimWii?- 

The Netherlands’ $4bn 
(£2.4bn) investment to the 
Delta dyke and dam system ! 
has paid off so flu. ft has held 


fast 


the country 
i of which is befow 
sea level - from' the toritest 
flood waters in 33 years. 

Victims' of the stonns viS 
get emergency aid from^ro' 
European C o namml t ytotal^ng 
L7m Ecus (|2m), a qxdEesinah 
for the EC sabt ' ^ 

The money wfllbe 


the Red Cross assod 


telands that yesterday after- 
'noon's high tide could rise to 
levels' leeched to 1962,' when 
300 pebp&died. . 

tosurance companies are 
besleged by claims. In Den- 
sfifesk dam^e so for Is 'worth 
rixmt‘DKc200m (flftn). - 
~~ < ln Haly, winds of up to 80 
' \to v ntph kllted six peopte, police 




seven of the EC's X2 me&ffikr - -fieavy ralns triggmed flash 
states to provide immediate aid floods to coastal towns iff west- 
to the- injured and to flunflles ere-Norw^, heft 'the state oil 
of those who have died to the cteimafly Statoll^ ^reported that 
gates. Its Statffbrd aflfiefd, the North 

In Bonn, West German Sea's- biggest, was open again 
autoorifies watnedTttutde to after storms stoiqjedrOTrirfora 
HamburK .and o^ Ndttft.Sea , day test week. .. " .. . . — 
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HEpre-dectiaamoodin 
Lentagrad-ifi ia strange 
mixture of apathy and 


The city sjhicfr fast one year 
ago unceremoniously sacked 
the mtfcre top echdon of its 
Conunimist'Party leadership, 
by crossing out their names on . 
the ballot papers for fhe : corn- 
try’s find remotely ’democratic 
elections, could do something - 

Cjf the nintift n gain . . 1 ; 

A Slate of, -democratic- esq-' 
didates ranging ' from the 
reformist wing of the Comma-, 
nist Party, thron^sodal-deni- 
ocrate, to Gramm and . fibeTOL 
democrats; expects to wIxl a 
clear; majority on the future 
city copncQ' : 

Thisthne, however, they will 
not have the ' chance -in cross 
out the name of thenewCom- 
mtirdst Party leader, Mr Boris . 
GidaapOV* HO- ffaMiMt not . 
to stand at am 7 - ■ 

The question is whether that ■' 
decision simply postpones the 
evil day for Mr Gidaspov; the 

Quentin Peel on how 
the ballot/ box puts 
pressure 6h. : Cbxhxhu- 
nist apparatchiks 


tdetery^/.- • ■ ■ f :'.‘ ‘ 

“Thera; are three forces, in 
the democratic 
forces; "the national patriotic 
forces, and the party and. trade 
union apparatus,” says Mr 
Yud X&nttrin, co-chairman: of 
an organisation called Demo- 
cratic Elections 90, seeking to 
conrdtnate aU the democrats. 
The biggest problem is.that the 
■voters ■face-im® confaston tn 



Soviet elections 


most prominent neoconserva- 
ttve in. file new generatjoit of 
Communist Party leaders, or 
whether he can bluff out, his 
refusal to seek a democratic 
mandate to nmterpan his party 
pnmtinn — as Mr Mikhail Gorb* 
achev, the Soviet and Commu- 
nist Party leader, has urged all 
parly officials to do. 

Leningrad is a . clasedc exam- 
ple of the pressures on the 
Communist Party apparat- 
chiks, as a result of Mr Gorba- 
chev’sstrategy Preform from 
file g r a s s root s . For the. Soviet 
leader, ft fa^a higfc-risk strat- 
egy, which- looks to. be very 
successful In weeding out con- 
servative figures from the 
party bureaucracy hot seems 
to carry on to include the sack- 
ing of swathes of middle-level 
party officials. 

In : Leningrad, Mr Gidaspov 
has avoided the worst so lar. 
He has manoeuvred between 
the left and right, chairing an 
outspokenly conservative rally, 
and then redressing the bal- 
ance by chairing a rally of 
democrats. 

In Sunday's elections, how- 
ever, the city’s democratic 
forces are confident of a clear 


. candidates in the city, standing 
for. three’ levels of soviet the 
all-Russian Supreme Soviet, 
thedty soviet, and localdJs- 
trict councils- 

- “The official election com- 
missions cannot, and do not 
want to proride the necessary 
information. , on the . candi- 
dates," Mr Dfrnltrin says. “So 
our organisation has taken on 
tbe-obHgation of informing vot- 
ers about the platforms of all 
the candidates, not only our 
own." ; 

Democratic Elections 90 rep- 
resents the motley coalition of 
democratic forces which has 
been trying to join forces 
across the country: a local Pop- 
ular- Front, not so ' much 
nationalist as reformist; the 
Memorial Society dedicated to 
rehabilitation of the victims of 
Stalinism; the Green , move- 
ment; most of the creative 
unions, like the writers, cin- 
ema workers and artists; some 
workers' dubs, mid the Demo- 
cratic Platform of social demo- 
crats within the Communist 
Party.' • 

They are fielding some LSOO 
candidates, but. can only heme 
to gain majorities at the repub- 
lic-wide and city-wide levels. 
Out of 37 seats In the Russian 
Supreme Soviet in Leningrad, 
they are contesting 35, and in 
the city council, 390 out of 400. 
At the district level, perhaps 
only 1,000 of the 2,450 seats 
have democr a tic candidates. . 

A gainst them are lined up 
the nationalists loosely 
grouped around Pamyat, the 
fanatically Russian, anti-Se- 
mitic organisation which 
seems to be officially tolerated 
by the authorities. They are 
fielding only 150 seats but have 
a high profile. As for the party 
and trade unions, they nave 
the candidates, but a rapidly 
dwindling sympathy. “We 
think the only -way, o ut fo r 
thwn je somehow to -disrupt 
tiie elections,'' says Mr Dfrni- 
trill- . .. 

.r As. for Mr .Gidaspov's fete, 
the fids, wang to be running 
against him. "Leningrad Is a 
conservative city, and Mr 
Gidaspov is Just a reflection of 
the conservatism of its party 
apparatus," says Katya Podot 
tseva, an activist with the 
Democratic .Union, which 
wants an election boycott. 

•Yet she believes that he will 
be gone by fire summer, along 
with many other of the new-old 
. party leadership. *Al the last 
elections, we told people how 
they could vote against their 
leaders by crossing out their 
names," she “Tins time 
they know without us telling 
them." 


Moscow stops short of 
free property market 


By Quentin Peel 

THE Soviet Union yesterday 
took a big step towards break- 
ing its ideological taboo on the 
private ownership of land by 
allowing individuals to lease 
fajirt far farming. But it still 
stopped short of allowing a 
genuine property market 

The Supreme Soviet, the 
nation’s standing parliame n t. 
appro ved a new law which will 
allow the private use and 
Inheritance of land but still for- 
bids its being bought or sold. 

• The law on land Is intended 
to be one of the basic docu- 
ments of Soviet economic 
reform, although radical 
reformers fear that It will still 
leave confusion among farmers 
and peasants. 

What it does is to break the 
central state monopoly on 
enshrined in the Soviet 
constitution since Stalin, and 
grant its ownership instead to 


the people residing in a partic- 
ular region or republic. That is 
intended to reassure demands 
for regional autonomy from 
the outlying republics. It also 
amounts to a lag concession by 
Mr Mikhail Gorbachev, who 
only a year ago denounced the 
Baltic republics for demanding 
the right to control their, own 
land and natural resources. 

However, on private prop- 
erty the new law baulks at a 
final concession. Land plots 
receive the status of "inherit- 
able property" but they cannot 
be sold, granted or mortgaged. 

The final draft of the law 
was approved by the Supreme 
Soviet by 349 votes to seven, 
with 12 abstentions. 

The Communist Party is 
deeply divided in the debate 
over the future of Soviet agri- 
culture, primarily because of 
the question of property rights. 


Lithuanians aim to head 
off independence veto 

SEPARATISTS In the Soviet pro-independence Sajudis 
republic of T.ifhnanto aim to movement swept the board in 
head off a possible Moscow the first round of elections to 
veto on independence by con- the Lithuanian parliament. But 
vening a meeting of their new in 51 districts no single candi- 
parliament first, Reuter date won an outright majority, 
kit from Moscow. forcing a re-vote. Parliament 

A second round of voting in can be convened only after 
elections originally set for two-thirds of all deputies are 
March 10 has been brought for- elected. . ^ 

ward by a week in 20 districts. First results from Soviet 
Ur Vaclavas Litvinas, vice- Moldavia, which also voted last 
chairman of the Electoral Com- weekend, indicated successes 
mission, saM yesterday. for the radical Popular Front 

This enables parliament to movement, although a second 
meet next week before a ses- round of voting must be held 
aion of the Soviet Union’s in 240 of the 380 seats. 

HwpTwng Legislature, the Con- Tim government newspaper 
mess of People’s Deputies, Inrestia said candidates backed 
which, is expected to give Presi- by the movement had won 43 
dent Mikhail Gorbachev new of the 140 seats decided in Sun- 
powrcs that could be used to day’s first round. The second 
moves to independence, round will be held on March 
Candidates backed by the 1L. 
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Voters in Ukraine begin to think the unthinkable 

Rumblings for independence are heard in the Soviet heartland, reports John Lloyd, recently in Kiev 


D OES THE Ukraine 
want independence? 
And- will it register 
such a footing- in its republican 
elections Sunday? - 


the nationalist surge through- 
out the Soviet Union, for these 
reasons: the Ukraine is the 
largest republic outride of Ru* 
siq,. with -30m -people; it has a 
laxge. but undisclosed number 
of rnifflaw y-imti titi c l ea r bases: . 
It is the Soviet granary; and it 
is a Slav nation, closely 
to Russia for centuries. IF it is 
now possible to assume that 
tbsLgorietleadersbfecouldzeo- 
omute itseft to the loss .of the: 
Baltic states, no such assump- 
tion is - possible ' with the 
Ukraine. 

The present evidence is that 
the republic has not yet made 
up its mind, although the elec- 
tion campaign has produced 
Vast rihtfta in the p olitical and 
national consciousness of the 
people. There-is no doubt that 
popular feeling runs strongly 
against. the Communist Party: 
Since the retirement last Sep- 
tember of MT- Volodymyr 

Scherbitsky, republican party 
boss for 17 years, his successor, 
Mr Volodymyr Ivashko,has 
started to liberalise. 

A quartet of local party 
chiefs were forced to resign 
after criticism- by wmim* com- 
rades. And last month, the pop- 
ular front organisation Rukh 
was registered officially, in 


part to defuse demonstrations, 
hi part because the party itself 
is retreating, losing its wul 

Ah ejection meeting in Kiev 
provided a graphic measure- 
ment of the public mood. Some 
14 candidates for the Kiev city 
soviet (council) had been 

invited by the election commis- 
sion. . They ranged from Ms 
Katya. Logvinova, a young dis- 
trict party- offiHaT, and militia 
Senior Inspector Valentin 
Chvmfka, 38, to Mr Igor Grigo- 
riev, 55, ■ a mechanic who 
enjoys the support of Rukh. 

Ms- Logvinova was given a 
very hard -time. -Si** said sh p 
was for multi-party democracy 
and. for the “purification" of 
the Communist Party. But 
angry, speakers from the audi- 
ence demanded to know when 
she lad come to these conclu- 
sions (“I hfig an thinking about 
it in 1985," she said doubtfully); 
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the official red and blue banner 
Cl think we can have both"); 
and what she did under the 
reign of Mr Scherbitsky ("A lot 
of ns didn’t support him”). 

That last reply triggered a 
furious response from one . 
young man who shouted: “You 
said iwEMwg ! 1 worked a gain at 
him, and you were silent!" 
Another yelled: "You’ve been 
dependent and passive all your 
fife! How can you represent us 
now?" 


Romania 


SOOMSes 

800 Km , IT 

By contrast, Mr Grigoriev - 
pleasant but rambling in his 
speech, and in a wheelchair 
since an accident on a motor- 
cycle shattered his legs - was 
treated kindly. "What would 
you do about food supplies?" 
“Well, it’s hard to give every- 
one what he wants, but If you 
came by my house, Td give you 
a cake,” he said. 

The partyis frightened now, 
here as elsewhere, ft no longer 
inspires fear, and thus it no 
longer can retain power. Its 


Turkey 


senior members are now 
openly confronted about shop- 
ping at special stores and using 
the “Fourth Department - spe- 
cial hospitals for the elite. Both 
issues came up again and 
■ pin at ynaariwg a «nH rallies I 
attended. Among themselves, 
the senior party members talk 
nervously of the falls of 
Honecker of East Germany, 
Jakes of CT Cc h ral n vaTria and — 
the most pessimistic - of 
Ceausescu of Romania. 

The party is, however, not 


lying down. There are increas- 
ing signs of support within it 
for the "Lithuanian option", at 
least in mndifteri form. That is. 
Instead of trying to suppress 
nationalism, it seeks to posi- 
tion itself al o n g side it 

Mr Ivan Saliy is party chief 
in Kiev’s Podol district He is 
pushing a moderate form of 
autonomy which would include 
economic, cultural and politi- 
cal devolution for Ukraine 
within the union. "Acquiring 
sovereignty should be a pro- 
cess, not a sudden act,” he 
said. 

He was given a slot for a 
speech at a big Rukh demon- 
stration in mid-February, when 
he told the crowd that the 
party must give up its privi- 
leges. The fact that he was so 
treated is evidence of another 
complicati ng feature of Ukrai- 
nian nationalism; the deep 
interpenetration of Rukh and 
the party. 

In an interview, Mr Ivan 
Drach, the Rukh leader, said 
that "Rukh was organised by 
Communists - members of the 
Writers Union [as he isL and 
teachers at the philology and 
philosophy faculties." When I 
asked Mr Valery Grlschuk, a 
member of the USSR Congress 
of People’s Deputies and a 
Rukh supporter, if he thought 
the Communists would be 
badly beaten in nationalist 
Western Ukraine, he bridled: 
"Your question is offensive. I 


am a Communist” 

Mr Drach, an amiable man 
in bis mid-SOs, admits his 
organisation is split between 
moderate and radical national 
ists. He seems content to wait 
fin: the result of the elections 
to see which one wfil gain the 
upper hand. 

Sergei Konev, a 28 -year«M . 
doctor who is now a USSR Peo- 
ple’s Congress deputy, puts tne, 
economic case which, if « I s - 
tafce n up, will be the most dan- 
gerous of all for the u nio n. “We 
have coal, iron ore and agneut , 
ttxral products. We could sea 
these to the west for hard cur-, 

rency and it would be muenj 
more profitable for us. At the , 
moment, 95 per cent of our 
economy is under Moscow's: 
control and we do not get back . 
what we pot in." 

Indeed, this line was . 
repeated in conversations to; 
Revolution Square during * j 
demonstra tion. One ip*™ smd • 
“we are giving our money to i 
Siberia," a co mment that elic- 
ited heated assent from those ; 
around hfrn- 

Ukraine goes to the polls this 
weekend to find how much of 
its rtnwarinimneaa is nationalist, 
how much pan-Slavic, how 
much still dormant and tnrfn? 
terested in change. The out/ ' 
come may not be clear but 
Ukrainian nationalism is now 
tawring itself against the Ukrai- 
nian people and it may go very 
far. 


,-^X 






- -r\~. 


A 


ill 


/ 


WITH UP TO NINETY WORLD-WIDE STOCK EX- 
CHARGES TO KEEP AM EYE OH, YOU CAtl'T AFFORD 
TO H AMG ABOUT. BUT, AS EVERY M AM AG ER KNOWS, 
SPEED IS ONLY HALF OF THE EQUATION. THE 
BREADTH AND DEPTH OF THE INFORMATION YOU 
RECEIVE IS EVERY BIT AS IMPORTANT. IN INVEST- 
MENT MANAGEMENT, THE HIGH-FLIERS ARE ONLY 
AS GOOD AS THEIR GROUND SUPPORT. EKTEL 
FINANCIAL'S WORLD-WIDE DATA COLLECTION 
PROVIDES FIRST-HAND UP-DATES ON ALL SIGNIFI- 
CANT SHIFTS IN THE MARKET. THAT DATA 15 THEN 
ANALYSED, EDITED AND ENHANCED TO PUT YOU IN A 
BETTER POSITION TO MAKE A DECISION. ONLY WHEN 
THE PICTURE IS COMPLETE IS IT SENT TO OUR 
CLIENTS AROUND THE WORLD. THEN IT'S DELIVERED 
BY WHATEVER MEANS SUITS YOU BEST. 50 WITH 
EKTEL FINANCIAL YOU GET SPEED, ACCURACY AND 
FLEXIBILITY. THE ONLY THING YOU DON'T GET IS HOT 
AIR. CONTACT KATE WATSON ON 01-253 3379. 


yi none 


A United Newspapers Company 


COMPANY D ATA-S E G U R IT I E S -TAXATION • 1EWS • INVESTMENT SERVICES 





4 


FINANCIAL TIMES THURSDAY MARCH 1 1590 


OVERSEAS NEWS 


Philippines signs 
debt accord 

under Brady plan 

By Stephen FkUer, Euromarkets Correspondent, In Tokyo 


THE Philippines yesterday 
became the second country, 
after Mexico, to sign an agree- 
ment with International banks 
under the new debt Initiative 
launched last Much by Mr 
Nicholas Brady, the US Trea- 
sury Secretary. 

Under the agreement, si g n ed 
in Tokyo yesterday, the Philip- 
pines will get a $712L5m Joan 
from 82 banks. 10 from the Phi- 
lippines. The loan follows a 
buy-back of about $lJbn of 
Philippines debt from banks at 
50 per cent of its face value. 

The Brady initiative 
switched the international debt 
strategy away from an exclu- 
sive focus on new lending 
towards a reduction In debt 
, burdens. 

Manila had originally expec- 
ted to raise more in new loans, 
but more banks than expected, 
including all the Japanese 
trust banka, opted to tender 
their old loans in the buy-back. 
Yesterday’s agreement took 
longer to arrange than 
planned, partly because of the 
abortive December coup 
attempt against the govern- 
ment of Mrs Corazon Aquino. 

Together with debt-equity 
s wa ps and other debt reduction 
operations, the country's medi- 
um-term bank debt has now 
come down to about $5bn from 
over $7bn at the end of 1968, 
although the new loan will 
orp gn rf thic a gain Total h»nlr 
riaima qq tha country, includ- 
ing private sector loans, are 
estimated at gllbn. 

The Government still has a 
farther 9850m available from 
the International Monetary 
Fund, World Bank and Japa- 
nese Export-Import Bank to 
fond farther reductions in debt 
or the debt service burden. It is 
understood to be considering 
reducing its Interest burdens 
by offering banks a swap of old 
loans for low-interest bonds. 
The 15-year bonds are expected 
to carry an eight-year grace 
period and an interest rate of 
13/16 over labor. 

The agreement will provide 
the Philippines with about 
$L4bn over 1990 and 1991. 



Nicholas Brady 


Bankers have emphasised from 
the beginning the “voluntary" 
aspect of the Philippines deal 
in contrast with the larger 
agreement reached with 
Mexico, when government 
coercion, particularly from the 
US, was used to persuade 
banks to agree a deal. 

There had been worries that 
there would be too many non- 
participants (so-called free rid- 
ers) or others that provided lit- 
tle money (so-called cheap rid- 
ers). But all of the country's 
largest 50 banks participated In 
the agreement. The main 
source of cheap riders were 
banks whose tenders were 
refused in the buy-back, 
because they had tendered 
loans that the Government 
decided should be ineligible. 

The other advantage cited by 
bankers is that, unlike the 
Mexican deal where all but a 
few foreign banks ceased to be 
new landers, the Philippines 
retained a large core of landing 
banks 

Apart from those two coun- 
tries, leading banks have nego- 
tiated an agreement with Costa 
Rica, but the response of banks 
has yet to be folly gauged. 
Venezuela too is negotiating an 
agreement which may copy 
some eirnnents of the Philip- 
pines package. 


US expresses new fears 
at fall in S Korean won 


By John Ridding In Seoul 

THE US yesterday expressed 
renewed concern at the value 
of tite South Korean currency, 
which has fallen steadily 
against the dollar since the 
beginning of the year. 

It also said that while it wel- 
comed the proposed reform of 
the South Korean exchange 
rate mechanism as a “step in 
the right direction’' it would 
not regard the new system as 
properly market based until 
restrictions on capital flows 
were removed. 

The comments were made by 
Mr Charles Dallara, the assis- 
tant US Treasury Secretary for 
International Affairs at the mid 
of a two-day meeting with 
South Korean finance ministry 
officials. 

The negotiations, which 
were aimed at resolving bilat- 
eral disputes over South 
Korea’s financial markets, also 
covered the US demand for 
greater access by foreign finan- 
cial institutions to the Korean 
market, the timetable for the 
opening of the Korean securi- 
ties market, and increased 
funding for foreign banks oper- 
ating in Korea. 

Mr Dallara said there was 
growing pressure from Con- 
gress to take action on dis- 
putes with trading partners 
but there was no immediate 
prospect of retaliatory steps 
against South Korea. 

According to Mr Dallara, 
“there were encouraging signs 


on a number of issues.” These 
Included the willingness of the 
Korean delegation to address 
the funding problems of for- 
eign banks, which are undo' 
pressure to reduce their swap 
funds, and affirmation of 
Korea’s commitment to the 
opening of its securities mar- 
ket, which is scheduled for 
1998. But he added; “many 
issues remain unaddressed and 
require action.” 

While the US welcomes the 
reform of the exchange rate 
system, which establishes an 
interbank market and which is 
similar to that used in Taiwan, 
it argues that substantial 
restrictions remain on capital 
flows in and out of South 
Korea. As long as this is the 
case, said Mr Dallara, for- 
eign exchange market will be 
“small and thin" and easily 
influenced by the Korean gov- 
ernment 

The level of the exchange 
rate has been at the centre of 
‘trade disputes between the two 
countries, with the US claim- 
ing that the artificially low 
rate of the won has been a fac- 
tor in South Korea's large 
bflateral trade surplus. 

Tension eased last year as 
the won appreciated against 
the dollar and South Korea’s 
trade surplus with the US foil 
by 47 per cent to $4.73bn. So for 
this year, the won has depred- 
ated by 2 per omit against the 
dollar. 


Modest triumph for reform in the LDP 

Mr Kaifu keeps scandal-tainted politicians out of his cabinet, reports Stefan Wagstyl 


T HE sel e c ti o n of a cabi- 
net tends to bring out 
the want in Japan’s rul- 
ing liberal Democratic Party. 
Nowhere else are the tensions 
among the party’s factions so 
completely laid bare or prom- 
ises made at elections so 
utterly fo rgotten. 

This time, things have been 
slightly different After t he tur- 
moil of the last year, party 
leaders are being forced to pay 
more attention to public opin- 
ion. Mr Toshiki Kaifu, the 
Prime Minister, determined to 
respond to public criticism at 
political corr u ption, fought off 
an attempt by two faction lead- 
ers to install scandal-tainted 
politicians into his cabinet 
Mr Kaifu, who has little 
power in the party, could not 
have succeeded without the 
ha firing of the largest faction, 
headed by Mr Noboru Takesh- 
ita, the former prime minister, 
or without hours of traditional 
inter-faction bargaining. Nev- 
ertheless, the result represents 
a modest triumph for the cause 
of reform inside the LDP. 

The arguments began almost 
as soon as the scale of the 
LDP’s victory in this month’s 
general election became 
known. Faction leaders sub- 
merged themselves in negotia- 
tions over choosing the new 
cabinet They quickly decided 
to ditch the two women in the 
last cabinet - Mrs Mayuml 
Morlyama and Mrs Sumiko 



Prime Minister Toshiki Kaiftx (left) s uc cessfully resisted atte mp t s ’by S hini aro. Abfi (centre) ami 
BEdrio Watanabe (right) to c ompr o mis e Us goal of appointing a c mruptl an-free cabinet 


Takahara - appointed last 
summer simply to counter tbe 
popularity of Miss Takako Doi, 
the dynamic head of the oppo- 
sition Japan Socialist Party. 

Mrs Morlyama, who occu- 
pied the most senior govern- 
ment post ever held by a 
woman, complained bitterly 
about her summary dismissal 
saying: “What have I done?” 
But her pleas went ignored by 
the IDF and the public-spirited 
Mr Warifti , 

Hbwever Mir Haifa did not 
Ignore attempts by faction 
leaders to iwstan Mr Toshiro 
Mori, named in the Recruit 
affair, and Mr Kobo Sato, an 
ex-minister convicted in the 


Lockheed bribery scandal of 
tbe 1970s, in Us Government. 
Having pledged his commit- 
ment to clean government in 
the election he stood his 
ground and fought to prevent 
their appointment. 

Mr Shin taro Abe, Mr Mori’s 
faction leader, quietly with- 
drew his suit when he learnt 
Mr Takeshita was ready to sup- 
port Mr Haifa's argument. 
However, Mr Michio Watanabe, 
leader of Mr Sato’s faction, 
refused to give in gracefully 
and repeatedly pressed Mr 
Kaifu to change his mind . on 
the grounds that Mr Sato iw<i 
been re-elected several times 
since his conviction and so had 


a. ton 


..Mr Watanabe, 
Bring man who once 


said" that if people wanted 
nlnan politicians they should 

elect priests, is said to have 
fought hard in ah attempt to 
display his power to his fac- 
tion/ which he. has lust inher- 
ited from kfr Yasuhiro Naka- 
sone,- the disgraced former 

Mr Haifa’s gat his way but 
biflsucce88.may.be ahort-lived. 

He achieved what .he wanted 
but only after tortuous negotia- 
tion. Later this week be must 
go to the US to meet President 
George Bush, who is certain to 
demand more progress on cor- 
recting economic imbalances 


between the two countries. Mr 
widfa will be in no position to 
maim promises he can 

guarantee the LDP will support 
Him He only do that i£ Mr 
Takeshita backs him. 

Mr Takeshita is happy to do 
this for the moment, because 
the alternative prime minister 
amid be Mr Abe, a strong poli- 
tician who would be less sus- 
ceptible to Mr Takeshita’s 
influence. However, a weak 
prime minister may turn into a 
HaHUty. Not only has Mr Kaifu 
to deal with trade Issues, he 
has also to handle a divided 
Diet (parliament) In which the 
LDP controls the lower house 
and the opposition the upper 
house.. 

Having a clean cabinet is 
important to Mr Takeshita, not 
for ethical reasons, bnt 
because it increases the possi- 
bility of doing deals with the 
opposition parties for the pas- 
sage of bills in the upper 
house. The Socialists are 
unlikely to compromise with 
LDP but small ce w * r tat par- 
ties might. These parties, 
which have attacked the LDP 
over political corruption, might 
baulk at supporting a cabinet 
with scandaMaiuted members. 

Inthis roundabout way, Mr 
Takeshita is acknowledging 
the force of public criticism of 

e cal corruption. A sign per- 
that the LDP will not ride 
rough-shod over public opinion 
as often as it has in the past 


Cambodian 
conference 
in jeopardy 

By John Murray Brown 
in Jakarta 

CAMBODIAN delegates last 
night foflsd to agree a dosing 
communique at peace talk* in 
Jakarta, putting in jeopardy 
hopes of an early resumption 
of the Paris internation al con- 
ference aimed at ending the 
ll-year conflict. 

Delegates blamed both Viet- 
nam anil Hiii Wmar Bonge, 

the largest of the resistance 
faftinnt fi gfiHng 1 tha Hanoi- 
backed Phnom Pens. regime 
for failure to agree the word- 
ing of a 17-point c nrnmmriq nS- 
A French official said Mr 
Nguyen Co Thach, the Viet- 
namese Foreign Minister, had 
insisted on wpWd* mewtfan of 
tiie “tern-return of the geno- 
ddal practices of the Pol Pot 
regime.” 

It was under the three-year 
Khmer Rouge rule of Pol Pot 
that an estimated lm Cambod- 
ia ns w ere exter mina ted, 
prompting Vietnam’s invasion 
on Christmas Day 1978. 

The Khmer Rouge is under- 
stood to insist on a reference 
to the “Vletnamisation" of 
Cambodia. 

The five permanent mem- 
bers of the UN Security Conn- 
ell were due to meet in the 
second week in March <m Cam- 
bodia. But given the hardline 
positions of the factions there 
appears little chance of an 
eany restart to the peace pro- 



Zambia’s President Kenneth Kaunda 
points the way to Mr Nelson Mandela in 
Lusaka yesterday. The African National 
Congress leader recently released from 
junto South AMea is in the ZmiHmi 


capital far. meeting* with key ANC fig- 
ures, “front-line” and Commonwealth rep- 
resentatives. He refected calls for conces- 
sions to Pretoria to encourage farther 
re fo r ms , Bgka Hall writes from Lusaka. He 


said that as Jong » Pretoria maintained 
the state of emergency, held political pris- 
oners and returning exiles were under 
threat of p ro secution . the ARC could not 
be expected to concede farther. 


Leaders urge end to Beirut’s Christian warfare 


By Lara Marlowe In Beirut 

SPORADIC bursts of artillery 
and machine-gun fire marked 
tiie mid of the first month of 
inter-Christian warfare yester- 
day as religious leaders 
demanded an immediate 
ceasefire and end to the hostil- 
ities. 

Invited to pray for peace aft 
the Maronite patriarchate 
onthe mountainside aft Bkerke, 
tbe Christians of East Beirut 
■instead continued to pour out 


of the enclave. Into Syrian-con- 
trolled areas to the north, -east 
and west of the embattled 
region. 

Mediation attempts, by the 
Palestine Liberation Organisa- 
tion (FLO) and a committee 
composed of a Maronite Catho- 
lic lawyer and two churchmen 
could make no headway in the 
face of the reiterated demanda 
by Christian Lebanese General 
Michel 'Aoun that the Phalan- 


gist militia disband «md that 
Its political leaders denounce 
the Taif peace accord con- 
cluded in Saudi Arabia last 
October.. 

■ Fears of a resumption of., 
all-out war in East Beirut have- 
calncidfld with rumours of an 
imminent release of western 
hostages In West Beirut. 

The rumours appear to be . 
based on an article in the Teh-' , 
ran Times and the Friday: 


prayer : sermon of Sheikh 
Mohammed Hussein FraflaDab, 
tiie spiritual leader of Efizbol- 
lab, ;both of which called for 
tba captives' Uberatkm. 

A. wealthy Moslem business- 
man said he had received two 
unprecedented approaches 
regarding the hostages from 
persanswhora he considered 
- credible" withi n the past ten 
days. ‘ 


MPs 


By Eric Sliver in Jerusalem 

FIVE disaffected MPa of the 
right-wing Likud, led by Mr 
Yitzhak Modal, the Economic 
Affairs Minister, last night 
broke away to form an inde- 
pendent faction in protest at 
what they call the “undemo- 
cratic” stewardship of the 
Prime Minister, Mr Yitzhak 
Shamir. 

Their defection reduces 
Idkod to 35 MPs in the 120-seat 
Knesset Labour becomes the 
biggest party with 39 seats. It 
weakens Mr Shamir’s parlia- 
mentary hnM and may force 

him cm the defensive, reducing 
bis wOEiigness to take risks for 
peace. Hie Is being nballmgnd 
both as Prime Minister and 


party leader. His scope for 
manoeuvre is being eroded. 

Mr Shamir was at pains to 
assure a meeting of Ukud min- 
isters yesterday that be bad 
readied no conclnsions on the 
latest American compromise 
for advancing foe peace pro- 
cess. This contrasted with 
signs earlier this week that his 
response would be positive. • 

At a press conference in Tel- 
Aviv, Mr Modi’i announced 
the estabHshmeht of the Party 
for tbe Advancement of the 
Zionist idea. He hinted, how- 
ever, that once they were 
recognised byi the Knesset 
house committee, they would 
be open to alliajices with either 


Likud or its uneasy Labour 
partner In the national-unity 
coalition. Thetr preference was 
still for Likud, which earlier 
this week refaaed to let them 
fraction as a separate faction 
within the party. 

Mr Modal appears to be 
playing power games, rather 
than making a final break, but 
initial reactions in tba Shamir 
camp last night were discour- 
aging. 

The Economics Minister's 
base la regarded as extremely 
fragile. . “No one can force him 
to stay,” an aide of the Prime 
Minister commented. “But 
defection fa political suicide for 
Modal, whose electoral appeal 


fa absolutely nfl." 

He and his colleagues are 
members of the former Liberal 
Party, which Joined tiie nation- 
alist Herat in 1969 to form a 
centre-right Mock, which even- 
tually became Likud. Mr 
Modal supports Mr Ariel 
Sharon, who resigned from the 
Government last week; in Ms 
crusade against the national- 
unity coalition’s peace initia- 
tive. 

' This latest development in 
an escalating Likud revolt wflL 
reinforce Labour’s determina- 
tion to win an early de c isi on 
on the next stage of the peace 
process. The party leader, Mr 
Shimon Peres, last weekgave 


Mr siminir . until March 7 to 
accept a hew American foi> 
mrole on the composition of. a 
Palestinian delegation to pro* 
negotiation??, 

Likud, which fears that Mr 
Shamir ^jll m a k e .concessions 
jutting Israelis hold on the 
occupied West Bank and Gaza 
Strip at risk. Is. in tunnoti. 
Three small parties to the right 
of mend, cheered on by the 
Gush Emunlm settlement 
lobby, have concluded that this 
fa the mo m en t to take a stand. 
Earlier this week 23 of Likud's 
40 MP8 signed a petition urging 
the Prime Minister to an 
emergency session of tbe par- 
liamentary, party. 


China picks up the classic capitalist tool of devaluation 

Victor Son examines whether the latest measures are sufficient to boost the country’s flagging export competitiveness 


T HE recent devaluation 
of the Chinese renminbi 
yuan has made one 
thing plain: the People’s 
Republic continues to rely - 
to some extent at least - on 
market forces in. its attempt to 
restore competitiveness. But 
will It work? 

China had been seeking to 
Heroine the yuan for three 


China's Renminbi 

against tfwUS$(Rmb/$) 


of fuelling inflation. It was not 
until inflation had fallen 
sharply as a result of the aus- 
terity programme that the gov- 
ernment saw the chance to 
make a long overdue move. 
The devaluation In mid-Decem- 
ber - by 21.2 per cent against 
the US dollar - far outstripped 
tiie yuan’s 14 per cent devalua- 
tion In 1986. 

The rationale for devalua- 
tion, according to the State 
Administration for Foreign 
Exchange (SAFEC), was to 
Improve the balance of pay- 
ments by boosting production 
and foreign trade. With felling 
earnings from tourism and the 
near freeze of foreign loans 
since June, China needs other 



sources of foreign currency 
income to meet the coming 
peak of foreign debt repay- 
ment. 

The competitiveness at Chi- 
nese exports has been steadily 
eroded m recent years by Infla- 
tion. When measured against 
similar goods produced in the 
US, Chinese competitiveness 
decreased by 12 per cent in 
1888 by JS per cent from 
January to September 1989* 


The yuan devaluation seeks 
to restore Chinese competitive- 
ness, or at least halt the 
decline, since it raises the US- 
Chiua Competitiveness Index 
20 per cent above its end-1988 
position in one fell swoop. 

But a number of factors com- 
bine to suggest that price 
changes may not follow from 
the devaluation of the cur- 
rency. 

• Restricted use of official 
exchaujo rates. The devalua- 
tion will affect directly only 
trades canted out at the offi- 
cial foreign exchange rates. 
This excludes an estimated 6 
per cent of China’s total trade 
carried out at Foreign 
Exchange Adjustment centres 
(FEACs) and an unknown per- 
centage transacted at black 
-market or subsidised rates. 

Tourists from Hong Kong 
and Maran often obtain yuan 
on the black market and in 
some areas of Guangdong prov- 
ince Hong Kong dollars are 
accepted in transactions. Simi- 
larly, most diinami e x port con- 
tracts, luxury hotel services 
and even some wages are 


Quoted in 
with a US 


currency, 
denominated 


value which fa thus unlikely to 


In 

dies. If the 
export su 
that higher 
reduce the i 
or raises 



or subai- 
reduces 
grounds 
prices 
subsidy), 
prices -or if 


producers raise the price of 
goods supplied#) foreign enter- 
prises such as joint venture 
hotels - the advantages of 
devaluation will bo partly off- 
set. 

• Constraints from low price- 
elasticity. Devaluation will 
have little effect cm the volume 
of essential imports, or onthe 
price of goods or materials for 
export which are in low 
demand on the international 

ytiflyhefc- 

• Quantity 1 or quality con- 
straints. Currently about 50 
per cent of China's Import-ex- 
port trade fa regulated by quo- 
tas and licences. Devaluation 
will have little effect on trans- 
actions involving these goods. 
Chinese exports are also fre- 
quently of a lower quality and . 


. this . will limit any potential 

ht iImiuhhI. 

Devaluation win not neces- 
sarily tmpmen the of 

trade. Two-thirds (by value) of 
China’ s Import s are IftHtistrlal 
and capital goods deemed 
“essentteL” The volume of 
these imports is unlikely to be 
reduced substantially by price 
rises resulting from devalua- 
tion. Within the remaining 
third are essential food-stufb 
such as grain sutrar. Other 
imports, such as lnxmy con- 
sumer goods, are already 
tightly controlled. 

Since there is little scope for 
import substitution from 
domestic production there may 
be changes in the souidng of 
imports, with China seeking 
cheaper supplies or lower qual- 
ity goods; but devaluation fa 
unlikely to lead to a substan- 
tial reduction In imports. 

On the export side, expan- 
sion will be similarly con- 
strained by world market con- 
ditions and by domestic 
demand. Half of China’s 
exports bv value are in raw or 
processed materials such as 


qnnte all and agriculture prod- 
ucts, many of which are abun- 
dant on worid markets. Tex- 
tiles and garments an wmrt for 
some 25 per cent of total 
exports, but -trade (and ttaffi- 
fore price response to vohnne) 
are restricted by foreign import 
quotas. 

White there ara many factors 
constraining export exp a n sion 
from thedemand side, devalua- 
tion may improve expert 

opp or t uni ties for rfmpy manu- 
factures and light industrial 
goods which Cmna ' can mass 1 
produce at acceptable quality 
standards. 

■ ■ These are ^ inyfrywy nis too'ion » 
the supply side, but devalua- 
tion may relax one of these. 
The overvalued yuan had 
encouraged Chinese traders to 
direct exports to domestic mar- 
kets, But the adjusted 
exchange rate should make 
this poor of goods more readily ' 
available for export. 

Overall, .the devaluation 
-should Improve China’s bal- 
ance of payments, even though 
Us full potential may not be 
.realised: Xt should help to 


expand some export markets 
and curtail some types of 
import as well as accelerate 
the p ost-turmoil recovery of 

While the total impact of 
devaluation is difficult to quan- 
tify, the -intention, to stimulate 
exports should enable some 

• sectors of the economy to grow 
. more strongly in 1990. 

Chinese officials have also 
hinted that the gap between 
the official exchange rate ami 
the swap rate quoted by the 
FEACs- may . eventually be 
dosed by farther devaluations, 
reducing the need for govern- 
ment subsidies. It fa dear, how- 
ever, that the impact of future 
devaluations will be greater if 
China continues to reform its 
foreign exchange system, trade 
subsidies and pricing, and to 
rationalise its trade structure. 
. Suc h-cha nges would nmfrft the 
economy more - resp on sive to 

• the price changes brought 

about by devaluation. 

Victor Sun is managtt China 
Sendees at The Hongkong and 
Shanghai Banking Corpora- 


Britain 
urges 
release of 
journalist 
in Sudan 

By Our Foreign Staff 

THE British Government 
yesterday expressed its 
“growing concern" at the 
continued detention of Mr 
Julian Ozanne, the 
Nairobi-based East African 
correspondent of the Fi nanc ial 
Times and the Sunday 
Correspondent, held fay 
Sudanese security police in 
Khartoum for the past right 


The Sudanese Ambassador 
to Britain, Mr Sayed El Rashid 



Johan Ozanne 

Abushama, was summoned by 
the Foreign and 
Commonwealth Office to be 
told of the Government’s 
concern. Mr David Gore-Booth, 
an Assistant Undersecretary, 
informed the Ambassador of 
the Government’s “wish” that 
Mr Ozanne should be either 
released or charged. 

Mr Ozanne, whose hotel 
room in Khartoum was 
searched by security police, 
was on an assignment to the 
Sudan for the Sunday 
Correspondent. Certain 
documents were confiscated, 
including reports critical of 
Sudan by the human rights 
groups Amnesty International 
and Africa Watch, Mr Ozanne 
told Reuters news agency 
before being detained. 

Colonel Bakri w«ra»n Saleh, 
a' member of Khartoum’s 
ruling junta in charge of 
security, . whom he had 
interviewed on Tuesday last 
week, had secured the western 
media of being hostile to 
Sudan. Mr Ozanne said. He 
was also told Hu«t he should 
have asked for official 
permission before attempting 
to see Mr Sadiq el-Mahdi, the 
former head of government, 
deposed in a military coup by 
General Omar el Bashir in 
June test year. 

However, Mr Ozanne has not 
been officially charged. 
Though he has been held at 
security police headquarters 
and. interrogated regularly 
about his contacts and sources, 
the British Embassy in 
Kbartomn has had daily access 
to him and has provided him 
with food and newspapers. 
British officials said he was in 
good 

Sir Geoffrey Owen, the 
Editor df the Financial Times 
and Mr Peter Cole, Editor of 
the Sunday Correspondent 
yesterday expressed their 
-dismay at the continued 
detention of Mr Ozanne. 
“Julian Ozanne is a very 
professional and highly 
regarded journalist,” Sir 
Geoffrey said. “There is no 
reason to suppose that he was 
doing anything other t han 
carrying out his job as a 
journalist” 

Mr Cole said it was 
^unacceptable” for 
governments to hold 
journalists because they were 
diligent in asking questions. 
“Even the Sudanese 
Government have not accused 
him of anything other t ha n 
carrying out his work as a 
journalist.” 

WimiiTHfiH of members iff tt y? 
democratic opposition, 
including doctors, lawyers and 
jouniaiasis, have befai arrested 
by the authorities over the last 
few months, as. Islamic 
fundamentalists have 
c o nsolidated -their position in 
the ruling Revolutionary 
Council. . 

The military government 
was last month accused in a 
34-page report by Amnesty 
International of the torture 
and killing of villagers and 
prisoners -in a civil war with 
southern Sudanese rebels 
which has been going cm for 
neariy seven years. 

Meanwhile, Western 
countries have threatened to 
stop funding a relief o p era tion 
to famine-stricken southern 
Sudan in a row with Khartoum 
on exchange rates, Reuters 
r e po r ted yesterday. 

Western Ambassadors in 
Khartoum were also at 
loggerheads with the United 
Nations over its handling of 
negotiations with the mflitaiy 
.junta on the much-delayed 
relief programme. The' UN-led 
Operation lifeline Sudan was 
scheduled to start on January 1 
at an estimated cost of 3200m, 
in the' second phase of a 
similar' programme which 
ended on October 81, after 
taking more than 100,000 

tonnes of supplies to the south. 

Some 250,000 people are 
estimated to have died of 
hunger or disease in Southern 
Sudan.in.1988. „ ... 
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AMERICAN NEWS 


] IMF suspends its 
i stand-by credit 
i deal for Argentina 


By Gary Mead In Buenos Aires 


ARGENTINA’S current 
stand-by credit agreement with 
the International Monetary 
Fund (IMF), worth $L.4bn 
(£823m), appears to have col- 
lapsed, according to sources 
close to the negotiations. 

The second tranche of the 
credit, signed last November, 
of some $230m was due to be 
disbursed in February but has 
been suspended dne to the Per- 
onist government’s failure to 
meet targets signed in the let’ 
ter of int en t delivered to the 
IMF. 

According to foreign banters 
“there is no mood In the I M F 
executive board for conces- 
sions to Argentina", the 
only prospect is for drawing up 
a fresh letter of intent. The 
IMF waived conditions on a 
previous loan, in March 1988 
under the AHbnsln administra- 
tion, only to discover in the 
fallowing mouths t ha t the Gov- 
ernment failed to implement 


agreed structural changes in 
the Argentine economy. Hie 
IMF is reportedly wary of see- 
ing the same happen with Pres- 
ident Carlos Menem. 

Among the intentions set out 
,in last November’s IMF agree- 
ment was the balancing of 
Treasury accounts. However, 
pr eliminar y estimates suggest 
that February saw a Treasury 
d e ficit of $40m (250bn anstrals), 
largely due to the printing of 
some 300bn anstrals (J4&3m) to 
pay public sector wage rises 
granted after trades union pro- 
tests at hyperinflation running 
at a monthly 80 per cant. 

As one means of combatting 
recurring Treasury deficits, the 
Government is contemplating 
the introduction of index- 
linked taxation for manufac- 
turers. 

If introduced, the huferaHnn 
would be tied to the dally floc- 
rtuatkms of the exchange rate, 
of between 10 and 15 per cent. 


Northrop pleads guilty to 
Improper military tests 


A major contractor for the US 
military, Northrop Corpora- 
tion, has agreed to plead guilty 
to 34 counts of making false 
statements nnd to pay a stiff 
$17mfine after more than 
a year of fighting charges that 

it faCwl to test fflffaiwi mfqcflo 

and jet equipment. Renter 
reports from Los Angeles. 

The guilty pleas yesterday in 
federal court in Los Angeles 
were the first admission of cor- 
porate wrongdoing by North- 
rop over testing of some of the 
United States’ most sophisti- 
cated and expensive weapon 
systems. The fine was one of 
the stiffest ever imposed on a 
military contractor. 

The charges stem from a 
government probe initiated 
about three years ago over 
whether Northrop falsely certi- 
fied that the parts for the Har- 
rier-jet used by the Marines 
and the Air Force’s cruise mis- 
sile were properly tested. 
Charges against Northrop were 
filed last April. 

Northrop had countered that 
the testing problems were due 
to unauthorised actions by 
individual employees, but 


accepted to plead guilty in 
exchange for the US Govern- 
ment's agreeing not to seek 
farther charges against North- 
rop from other pending investi- 
gations. 

The government also 
dropped 139 other counts of 
making fai«m statements and - 
two counts of conspiracy 
regarding Northrop’s now- 
closed Western Services 
department against Northrop 
and cer tain charges against 
two Northrop executives. 

Northrop said in July 1987 
that it first discovered and dis- 
closed to the gover nm ent that 
some employees at the 30-per- 
son Western Services unit in 
Pomona, California , had admit- 
ted failing to wiafea tests on 

The co mpan y dismissed the 
plant manager and three 
employees and dosed the plant 
by year-end, transferring the 
work to its Precisian Products 
Division. 

With the guilty pleas, the 
Defence Department may sus- 
pend Precision Products from 
government military contracts. 


China back 
in World 
Bank fold 

By Rotor Riddell 

in Washington 

The World Bank has now 
resumed regular lending to 
China, according to Mr Barber 
Couable, Its president. The 
Bush Administration insists 
that it will review loans on a 
case-by-case basis, judged by 
the yardstick of basic human 
needs. 

Late on Tuesday the Bank's 
board u n a nimo u sl y approved a 
$60m loan to support agricul- 
tural projects in a very pour 
region In north-east China. 

The decision had been 
deferred nearly three weeks 
ago on the insistence of the 
US. This was to allow time for 
further debate in the adminis- 
tration. 

New lending to China was 
frozen Last June after the Tian- 
anmen Square massacre, but 
the Bush Administration 
«nnmm«»pii at toe beginning of 
this year that it would approve 

lnanit for h Tiwianifairi»n pur- 
poses on a case-by-case basis, 
while still opposing lending 
for economic development and 
infrastructure projects. Earlier 
this month the US sup ported a 
530m loan to repair earth- 
quake damage. 

The State Department says 
that US backing for the $60m 
loan fits into the acceptable 
category and does not repre- 
sent unqualified support for 

new jnfa r im t fomil famffwg - 

More thaw 5700 m in Bank 
loans to China are in the pipe- 
line, and given the US view 
there will dearly be a close 
review of each one as It comes 
up. While it is the largest sin- 
gle shareholder, the US does 
not have a veto on Bank loans 
and the outcome will depend 
in part on the attitude of other 
loading shareholders. 

Mr Conable said after the 
board decision that the Bunk 
was now back to regular lead- 
ing to China. He said the 
Peking government had 
“slowed up its reform pro- 
gramme for some very good 
reasons and the loans now 
have to be reviewed.” 

He has argued that Bank 
loans to nhimi are baaed on 
only economic considerations 
and the suspension last June 
was to make sure the Chinese 
Government could foiftii Its 
obligations. 

The Bank, he said, would be 
taking up some new loans as 
well as old ones wMch were 
frozen last summer. 

VHiiiiiiMMMiia 


Sandinistas have lost office but not power 

Tim Coone reports on the constitutional limits imposed on Nicaragua’s Opposition 


I T WOULD be easy to 
describe Nicaragua as a 
ifornbin faffing - life others 
in the Soviet empire, hut that 
would be Tnlwlwading- 
Nlcaragua Is not even like 
Macondo, the Colombian city- 
state invented by Gabriel Gar- 
da Mfirquez in his book One 
Hundred Years of Solitude . 
When tire Liberals tot* power, 
they changed all the laws and 
kicked all the Conservatives 
out of their government posts. 
When the Conservatives took 
power they did the same. They 
were constantly at war. 

Fears of the defeated San- 
dinistas, for their jobs, for their 
homes, even for their lives, 
have been mirrored by the 
expectations of the other side, 
tiae US-backed opposition alli- 
ance, the National Opposition 
Union (UNO). Its hope is 
clearly to make a dean sweep 
of the Sandinista state, to set- 
tle accounts, even seek 
revenge, and to make the most 


c£ new o pp o r tun ities. 

It will not be like that 
though, unless the Opposition 
wants a civil war. What the 
public Is just beginning to 
understand is that over the 
past 10 years, while the army 
Hah been fi ghting in the moun- 
tains against the US-backed 
Contras, the Sandinista depu- 


ties of National Assembly 
have been busy rewriting the 
laws and Constitution of the 
country. ' 

Those laws ami the Constitu- 
tion set up the elections which 
have just produced the elec- 
toral defeat of the Sandinistas. 
Those- very same laws and Con- 
stitution wifi now defend many 
Of th e ' bhgnp w.hwm ght about 
as a result of the 1979 revolu- 
tion. In Nicaragua, a 60 per 
cent majority vote is required, 
in the National Assembly to 
enact reforms to the Constitu- 
tion. For xl complete dwnin » to 
the Pros tituti on, a twoteirds 

" TTIfllftriL v lft. nftfl TnilTMl- ' “ 

UNO has won the electtops 
with 55 per cent of the vote. , 
Although the complete results 
will stul take several days to 
.be onm p ntMd, UNO has won 53 
or 68 seats in what wlll proba- 
Wy -be a 91 or 92-seat National 
Assembly, ft has falter short 
by three to four seats to have 
sufficient power to reform the 
Oo ngtttn tio n, 

Thus, unUke'the countrus of 
Eastern Europe^ where the rul- 
ing Conummist p^rti * * * are dis- 
graced and facing devast atin g, 
defeat in ofarHnnn, " 

Sandinista nartv is intact and 
remains the biggest and best- 
organised party in. the cou ntr y. 
The institutional 


set up during almost li years 

- in. power will- also remain 

jj n foc t. 

, The speech, by the:' defeated 
President,- Mr Daniel Ortega, 
on Tuesday, in which -he s*dd 

- the Sandinistas (FSLN) will 
. pot permit the denatibnalfafc 

Mr James Baker, - US . 
Secretary of State, e xpressed 
confidence yesterday that 
the Contra rebels .would 
reintegrate quickly -into Mo- ■ 
axaguau society, writes Lio- 
nel Barber. . ‘ '■ 

“The war is over,’' he told 
a ctmgressionaL committee. 
President Bush, who spoke 
for 48' minu tes With -Brest- 
' dent Mikhail Gorbachev yes- 
terday by tAteate said be 
was pleased that Moscow 
bad accepted the election, 
result* Meanwhile. Nicara- 
gua’s president-elect, Mrs 
Vhdeta Chamorro, baa wet- 
curnad - Hte jto flmlt cease-. 
fire eononneed yegtoday. ~ 

tion of the banks, .foreign 
trade^xiatm^resourcesamd 
puhficr-sectofr enterprises,- has 
to he seen In that context. ' : 

Without m munif [ 

UNO wfiTbe unable , to make 
these dwnm? as' national -- 
isafion of these' sectors is writ- 
ten into article 99 of the Coat 


. stitutton. In the same way. 
President Ortega’s warning 
■that the FSLN will resist 
'attempts to change tike labour 
<aid ei to restrict the right to 
strike or to form trade unions, 
is also based on a constitu- 
tional argument. ... 

More importantly, UNO will 
have to tread carefully when it 
to tfamoWKshiig or reor- 
ganising parts of the armed 
forces and Interior Ministry. 
Article S3 of the Constitution 
states; “The Mcateguans have 
the obligation to take up arms 
to defen d the nation and the 
.. conquests of the people, 
- against . aggressions . and 
threats by a foreign country or 
fry forces ted and supported by 
any country.” UNO and its 
Contra allies, with their back- 
ing from the US* fall precisely 
into such :a category. The 
armed forces are constitution^ 
ally obliged to defend the Con- 
stitution. 

Together with other articles 
of the Constitution, the San- 
dfufctaw wiB have enough argu- 
ments to justify resistance to 
any efforts by the new govern- 
ment to make sweeping 
changes in the armed forces. 

Two other powers of state, 
the seven-member Supreme 
Court and the five-member 
Supreme Electoral Council 


(CSE) will also remain in San- 
rfiniKtfl h ands for a number of 
years. The CSE, having just 
presided over what has been 
universally praised as a clean 
electoral process, should not be 
a problem for UNO, having just 
won the elections with what it 
considered a biased CSE. The 
CSE members were nominated 
just last year and will not be 
replaced by the National 
Assembly until 1995. Similarly, 
-the new UNO government will 
have to govern with a San- 
. rifnls ta -con trolled Supreme 
Court until 1993. 

In retrospect, the FSLN has 
done a remarkable job in prod- 
- utfng a new institutional 
framework during its time in 
power, and which is carefully 
designed to prevent the 
brusque changes which pro- 
duce political and economic 
Instability. 

Mr Rafael Solis, one of the 
Sandinistas’ leading deputies 
in the National Assembly, was 
asked yesterday by. an irate 
UNO supporter on a radio 
phone-in programme; “Do you 
mean to say we have to govern 
with this Sandinista Conatitu- 
tion?” 

He replied: “If you accept the 
result of the elections, you 
have to accept the Constitu- 
tion. That is democracy.” 


Threat to Mexican tourist trade 


By Richard Johns in Mexico City 


TWO supporters of the 
left-of-centre Party of the Dem- 
ocratic Revolution (PRD) and 
an anti-riot policeman were 
killed in a clash on the road to 
Zihuatanejo airport on Tues- 
day growing fears 
political violence is adversely 
affecting the tourist business 
in the Btate of Guerrero. 

Confrontations also took 
piimn an the outskirts of Aca- 
pulco as PRD activists who 
were protesting over the 
results of the December s 
municipal elections a tte m p te d 
to block the road from the 
international airport to the 
Pacific coast resort. 

At least 50 people were 
reported injured and 34 
arrested in the continuing bit- 
ter campaign waged by PRD 
followers over the results of 
the polls for the state’s 118 
townhalls. 

President Carlos SaTimw de 
Gortari underlined the gravity 
of the situation last Friday an 
a visit in Acambaro in Goer- 

to 


rero, saying that political can- 
frantation and vioteice threat-, 
ened investment- and employ- - 
meat 

The central committee of the. 
PSD, meanwhile, has said it is 
sending details to the Organi- 
sation of American. States' 
C ommission ur Human Ri ghts . 
abou t the^dfr ty wi^ aRege dfr 

rero by Mr Jbs6 Francisco Rnfic .■ 
Massteu, the governor, . and~ 
about the deaths-of tome 
80 party activists since the. 
presidential elections in July 
1988. 

A dialogue between 'flu PRD 
and ruling Institutional Revo- 
lutionary Party (PRJO under the 
auspices of the Ministry of the 
Interior came to an end oh 
Monday when the state con- 
gress agreed that the elections 

in tic mnnk-jpuffttan - «hwild ha - 

annulled because of irregulari- 
ties and held again. 

At the end at last year the 
State Electoral Commission 
awarded 58 of tfaeiown halls at. 


stake to the PRL three to 
miliar left-wing parties add 
nine to the PHD. 

The FRDciafins that w«fawf ' 
fraud on the part of the elec- 
toral authorities, which are 
effectively controlled by the 
PRI, robbed it of another 20. 

At one paint, PBD members 
had occupied 20 town halls in 
Guerrero in. protest, and at the 
aid of last week aim held five. 
They had been evicted by' riot 
police from Acapulco town hall' 
only as late as February 17. ~ 

• A private sector organisation 
haq Nt pxj with -the Acapolte 
pubHe ma gistr ate a - claim 
agafnstfhe FRD for 13hn pesos 
(f 2 A n) in res pect of damage to 
tourist promotions and urban 
installations. At the same time, 
Mr- Juan .San Roman Ortiz, 
head at Afiapuka’s airport ser- 
vices, was quoted this week as. 
' saying that more'' Hum 200 
charter;, flights.: msdnlyfrom 
Canada, had been cancelled 1 
daringthe DecembeFAprQ hat • 
May season. - 


Ford faces stoppage at 
Mexican assembly plant 


By Richard John* in Mexico City 


THE THREAT of anothe r wor k 
stoppage in Mexico hovered 
over Fort at Ite assembly plant 
at Earmoslllo in the st ate of 
Sonora as the existing contract . 
-expired yesterday without 
agreement on its renewal 
Some 1,200 workers at the 
facility have demanded a rise 
in wageaaf 75 per cent but the 
miwi ^iHiiwWp Imii indicated 
that tiie major preoccupation 
during' tile final stages 'of the 
negotiations would he fringe 
benefits..' :v, 

:--Tlfe bargaining at- Hermo- 
slllo, an export orientated 
plant uhdefgoing a $300m 
yml retOOifog sched- 
ule for completion in April, 
comesut a time; whan the com- 
pany’s .dispute ' involving a 
iltttge. part <tf ita labour force at 
tholtoaatlilaxi plant Is still, 
-mnetelvedi : A minority . of the', 
labour fbrce retnmed to work 
at the plant on February 12 
« fivoweek closedown ' 


over the' union leadership, 
although no formal strike was 
ever involved. 

A substantial proportion of 
the workforce has yet to be 
rehired fallowing the issuing of 
dismissal notices by Ford three 
and a half weeks ago. 

A Ford spokesman based in 
Detroit recently said that the 
company was re-employing 
workers on a “case-by-case 


Hermoslllo is switching to 
production of the 1991 Tracer 
'model under the expmision 
programme. 

Capacity is to rise by 25 per 
cent to 700 vehicles a (fey with 
two shifts operating, or 165,000 
annually. Another 750 Jobs 
have been created under the 
programme. ■ 

In the protracted Cuaniitlan 
dispute an attempt by Mr 

A rsenin Farril the BOnMer of 

Lahqar, 'falled to resolve differ- 




H 




■ > v, \ . 




Commission 
backs tidier EC 
customs rules 


By Lucy Kellaway in Brussels 

THE EUROPEAN Commission 
yesterday gave its approval to 
a measure that will tidy up the 
complex mess of community 
customs legislation vis-a-vis 
third countries. 

Mrs Christiana Scrivener, 
the commissioner responsible 
for taxation, said yesterday 
that the aim of the proposal 
was to create a system of rules 
that was coherent and trans- 
parent 

The Commission has agreed 
on a single code that will draw 
together all the diverse parts of 
customs rules of individual 
member states, setting general 
conditions of for the applica- 
tions of Community tariffs. 

The work on harmonising 


customs arrangements has 
been progressing since 1968, to 
a point where the customs 
union of the 12 demands a 
common customs law, the 
Commission said yesterday. 

The code will draw together 
several dozen different pieces 
of legislation into a single 
structure, along the lines of 
similar legislation already 
adopted by some member 
states. It will be founded on 
the different pieces of customs 
legislation already existing, 
and will form a central part of 
the EC’s trade relations with 
the outside world. 

The code will come into 
force on the first day of the 
single market, January 1 1993. 


Thai ‘pirates 9 under attack 


By Nancy Dunne In Washington 


THE naming of Thailand to a 
list of countries to be closely 
scrutinised for potential US 
trade sanctions has failed to 
enrb Thai piracy of intellecfaMl 
property rights for recordings, 
motion pictures, books and 
computer software, according 
to an alliance of several US. 
industry groups. 

This charge, by the Interna- 
tional Intellectual Property 
Alliance, along with other com- 
ments has been submitted to 
Mrs Carla Hills, the US Trade 
Representative. Her office was 
authorised by the 1988 trade 
law to retaliate against coun- 
tries white fail to protect for- 
eign copyrights, trademarks 
and patents. 

Eight industry groups, 
including the Motion Picture 
Association of America axxd the 
Recording Industry Associa- 
tion of America, send reports 
to the Alliance from their rep- 
resentatives throughout the 
world. Thailand is one of four 
countries on a “priority watch 


list”, along with China, India 
and Brazil 

Mrs Bills has the option of 
bringing a Section 301 trade 
action against the four if they 
do not rectify their practices 
by the end of May. They would, 
then have six to nine more 
months to: act before sanctions 
could be imposed. 

Overall, Alliance members 
say piracy has dropped sharply 
since it first estimated trade 
losses in 1S65 at SL3bn (£760m). 
South Korea is cited as one 
country showing improvement 
In enforcement of book and 
software piracy, although the 
group complains that penalties 
are “atm too low to operate as 
an effective deterrent’. 

Taiwan has reduced the 
problems for the motion pic- 
ture industry of theft of video- 
cassettes in its rock music cen- 
tres. But a recent amendment 
to ifa copyrig h t law repeals the 
exclusive rehtal right for 
sound recprdjtags, computer 
software and videos and signif- 


icantly reduces protection. 

According to the Alliance, 
China has fidfified a commit- 
ment to introduce a copy rig 
law, but its provisians have 
not been made public. Report- 
edly, both computer software 

and s ound recordings would be 
given same protection. 

On other countries, the Alli- 
ance reports: 

• No discernible changes okl 
the anti-piracy front in iMI w, 
and various market access 
restrictions imposed on the 
motion picture and software, 
industries; 

• A significant drop from 1988 
in video piracy In Brazil, 
despite still Inadequate 
enforcement efforts; 

• Losses of an estimated 
$U7m in Mexico for piratiy of 
recordings, motion, pictures, 

software and boaX; 

• Passage of a copyright law 
in Saudi Arabia, which 
includes terms of protection, of 
only 25 years -rather than the 
usual 50. 


Differing aims put trade at risk 

Nancy Dunne on trade initiatives between the US and Moscow 


D iffering objectives among us 
trade agencies trying to improve 
bilateral trade relations with 
Soviet negotiators are threatening to cre- 
ate an inconsistent package to deal with 
the realities of the new era In eastern 
Europe. 

At the office of the US Trade Represen- 
tative (USTR), which oversees talks on 
trade and investment treaties, the effort is 
to use lower US tariff* and trade credits as 
bait to encourage the development of free 
market mechanisms within the USSR. 

Mrs Carla EQBs, the US Trade Represen- 
tative, Is seeking protection for American 
Intellectual property; the rights of Ameri- 
can companies to operate freely - to 
advertise, select commercial representa- 
tives, and stock the parts needed, to be 
ftee of mandates to barter or countertrade. 

Under a separate initiative, USTR is 
exploring the feasibility of a bila teral 
investment agreement; but that must wait 
for more Soviet reforms and probably can- 
not be concluded by June. 

Talks are also underway on pacts gov- 
erning both grain rales and shipping. Both 
are relics of the Cold War years when 
national and market security were 
assigned top priority. 

The practice of Longterm Grain Agree- 
ments (LTA) was instituted in the 1970s 
after the Soviets demonstrated their famil- 
iarity with the' commodity markets well 
enough to clean out the US storage bins. 
With the US holding the largest share of 
the world's exportable gffd n, th e objective 
was to prevent nferket disruptions. 


The first agreement, and the two which 
followed, contained minimum purchase 
requirements an ^ maiimm permissible 
purchases above which g over n ment per- 
mission would have to be granted before 
sales could be concluded. 

As world production soared, the objec- 
tive became one of providing a stable mar- 
ket for American surpluses. When, in 
: some years, the Soviets failed to meet even 
minimum buying commitment levels an 
the grounds that US grain was too expen- 
sive, the US threw in mfitiiwis of dollars in 
subsidies. 

Decades ago “cargo preference” 
agreements were designed to strengthen 
the US merchant marine by protecting 
it from foreign co mpetiti on. Instead, the 
fleet, protected by the realities of for- 
eign competition, failed to develop effi- 
ciencies needed to survive In today’s 
competitive environment. 

Although trilateral purchasing arrange- 
ments by no means set a sterling exam ple 
of free trade, the US is once again renego- 
tiating an LTA at the behest of its farmers. 
Many farm groups would Site purchasing 
commitments higher than the current 9m 
tonnes and an expanded list of products 
covered. 

Not all farm interests support the LTA 
concept Cargill, a major grain trading 
company, has questioned the need for the 
pact ana suggested that maximum pur- 
chase levels discouraged Soviet purchases. 

More should be made of the US competi- 


tive advantage rooted in the flexibility and 
responsiveness of its production and mar- 
keting system, the exporter -said. Maxi- 
mum purchase levels could be eliminated 
mat least restricted to fewer c ommo d it ies. 
And the US might hw-iwig an agreement to 
impart Soviet fertflfoer “to buudabridge 
towards an expanded relationship." 

Decades ago “cargo preference” agree- 
ments were designed to strengthen the US 
merchant marine by protecting it from for- 
- rig p competition. Twrfnnd. the fleet, pro- 
tected by the realities of foreign competi- 
tion, failed to develop efficiencies needed 
to survive in today's competitive environ- 
ment. • - 

Tfie^ Maritime Administration, which 
takes the lead in the negotiations, is ence 
again demanding a market reserve policy 
tar US ships. 

Although the shipp in g mid agriculture 
industries once supported each other’s 
progra m mes in Congress, the farm lobby 
is adamantly opposed to the proposed Mar- 
itime Agreement The use of expensive 
American ships and crews raises the coat 
of US grain. 

Mr Steve McCoy, president of the North 
American Grain Exporters, bitterly com- 
plained that neither 08 exporters nor the 
Soviets want cargo sharing. But the ship 
owners and unions are a pow e rf u l force, 
he said. 

“The philosophy of the Administration 
Is to support free trade,” Mr McCoy said. 
"But when it deals with the reality of the 
Merchant Marine, there’s not much in the 
way of consistency." 


China trade 
with former 
foes soars 

TRADE between China and its 
two former enemies to the 
north — the Soviet Union and 
- soared last year as 
relations improved, 
reports from -Peking. 

The official New China News 
Agency said yesterday -that 
trade passing through the Chi- 
nese province of inwT MoOso- 
Ua. which borders bote, neigh- 
bours, rose to H20m in 1889, 
up more than 40 per cent from 
1888. 

Mr MlHirir Gorbachev, 
Soviet leader, rest o red rela- 
tions with P®Ma® last May, 
ending a 88-year rift: Mongolia 
soon followed suit. 

Ideological differences with 
tee Soviet Union have resur- 
faced after xwwHii this 
imtn tii reUnqiddied tee Com- 
munist Party’s guaranteed 
monopoly on power, but trade 
does not appear to have suf- 
fered. 

Inner Mongolia last year 
expand ed two trading posts, at 
Mamhmili on the Soviet bor- 
der and Exenhot on the border 
with Mongolia, and opened 
live other transport channels. 

China's State Council, tee 
nation’s catenet, has approved 
the establishment of two more 
local trading posts. 



Judy Dempsey sees a fashion parade in Brasov 


per, 


OW an y Romanian' 
enterprise mana ged to 
survive. Jet alone proa- 
under -the Geausescu 
is beyond the imagina- 
tion, But that was what was 
required -at Mr Hie Costache* 
an amfahta, enthusiastic man- 
ager of one of Brasov’s largest 
. ente rprises. 

He welcomed me into a l ore 
halL Out of nowhere, young 
male , and female mndni^ 
'paraded' along Va make-shift, 
stags- The cut of their dothfog 
-was simple but elegant, tee cal- 
ours were bright. Young and 
ted Uvere giving up their Satur- 
day morning to put an a fash- 
ion show. 

'“The clothing you Sad here is 
what, we had to export .under 
the ted regime,” says Mr Coe- 
tache. •...- 

The firterprindea textile fac- 
tory, which employs more than 
2,000 people was first founded 
in 1896 bv "■ Inwri Stnmn . Tfift 
ethnic Germans who had set- 
tled in Brasov arid gsK: 
eral centuries before; were. 


h owever, t he pre ssure 

thelsSos, so tiie obsolescent 
machinery continued, just 
about; to suffice. 

But when all imports were 
banned in tee mid-1980s and 
when the enterprise had no 
control over their hard-cur- 
, rency earnings, wnwh among 
theworkforce deteriorated.': 

“W* were tted to export; TO 
per cent of our total produc- 
tion,* says Mc/Costache. The;. 
'■ Tn ic Organisations, 


whose^Eim Wak to find markets 
for Romanian industry; located, 
several fotorafefed;«raijp?iiiBs 
spedahsfng tefiferag trade ;in 
New .York< -and m- Great 
Britain. For thtem, BmhanlR 
■ provided cheaj^Jabour and, if 
ranted .wurtforce* < t • ^ 

; . Profits 8oahrfo£tebfed» rising 
'from $4m in 298(> to over $8£m. 
<£3.8m) in lass, 

.-. N&dlesa ttiway, tiie- enter-- 
pete* had no cenirol over the 
earnings, which always Went 


Mr Costache’s' words? “UfiT- 1 ifldplSBVW Op V 
jewel of Romanian industry?. Subscribing to / ‘ . : 

tee- factory 

everything .was nationalised / ~ - 

and the 750,000-stroiig German , . 

community started to' end- SJHOlJIltefl JO'Jueresy. 


stodgiit lnto the Foreign. Trade 
vimfe' And ttw ageing 

,_^estoaeiit-jh.ni^r. ; 

;,irase 2 ‘ ofthebues-i 

tlcBL Ai^fhc®^ tev^ubscrib- 
. ing to westMfr fatefon maga- 
rtnes anfata n ted-to heresy, j-- . 

1 Jtfrfl ; Meledla 1 -nan, .• tbeL 
ted^ deflign^; recalls how she; 
■was not even, showed a few 
dallara' to lmy faahion' mags* 
'riltes to detejm new models. -! 

"Can you. Imagine? We had - 
no foreign catalogues to work 
-front Foretan' Irasihessihen' 
'who .visited 'tee factory left us 
tome magazines, or else they 
simply gave na n sdmple 'from 
which- We- -had to cut and 
design. Sometimes- Bucharest 
tontns some photos. But ft 


Under die Geausescu regime, 
the enterprise was just one at, 
many which was ordered" to 
export The dtive to eara har^i 
currency was an essential 
of Mr Nicolae Ceausesco’s . 
to repay the counters 
currency debt at hreak-dbck- ; 
speed. But the . mare the work- , 
force waa -extolled to export .- 
and >woric- harder, the more ft “ 
revealed the inherent week- * 
passes of the CoanBoocu.poBcy 
and te tee enterprise ifseifl 

The first - probkm to emerge 
was tiie lack of capital inveri-- 
nxmte for tiie entequises. 

“The last time we bought 
machinay i was back In *1964. ' 
We imported it fronL Weri: Ger- 
many ” explains Mr Owtecihft 
“It. was very good: We also 
bought some equipment from - 
Italy. Our production' 
increased."' 

But things started going; 
wrong in the mid-1970s. ^ Invest- 
ments were ent “If we wanted 
to be compe titi ve, we needed 
computerisation for Cutting 
and for designs. We soon real- 
ised we were dealing with 
medieval madxlnery.”. 


thing was second-hand. We 
Just had to use crar imaghiar 
tton.'r 1 .> f ■ ’ 

• But imagination ran out 
when Romania lost Jts Moat 
Favoured Nation Status two 
yean- ago. TUs was a great 
blow: to- the enterprise. Under 
MEN status, tariffs for expart- 
ing textUes to the US were 


reduced hy as mnah-as 90 per 
crait Once il was dropped, the 
US maricet riowly began to dry 
up. The enterprise ^were forced 
to seek new outlets. 

"We found some — - in Aus- 
tralia and New Zealand,” says 
Mr CQStach& "But that was 
not tee xesL problem. It took 
tiqra to make up for the loss of 
the; UB. market. At are point 
mfcraef.aoly toper emit of our 

- export quota. And what hap- 
• pe«ed? The wor k ers received 
voulrtoper cent of thefr wages. 
VThat Wirattelaw. - 

r Costache reckons 
he could have made 
up . the . loss if he h«d 
traveBed m>road himself. But 
.'thattoo was out of bounds. 

“We hal no money to travel. 
And besides, we were not 
allowed. Anytime western busi- 
nessmen came hm^> we could 
not tell them the truth about 
the machinery.: and about the 
problems we bad because the 
Seeurltate [the secret police] 
-abrayvsat in <m the discus- 
■ akms.*' 

• But. now, two mantes' since 
tite i -overthrow -of^ : the 
Ceaurascu retiree, the manage- 
ment and employees are more 

- than <*n thusfawtic ‘ about the 
r-future. Mr CostachB says he 

intends to invert , id new 
madiiniiiy. Mrs Gasman says 
' she wants to work ■ on new 
designs: “We want to mdse oux 
dothes them nrare . beantifuL 
! We want to raise tbe feclmicai 
■standards and we. mnt to 
increase our productivity.” 

. , Ncfther has any fotinuou of 

r we : ^St to; make 

.dothtefor our Romahfans. We 
'' ward to dress them .atfgdod as 
. the 'FreriafaL or tite- Americans. 
Far' years; Romanians- had no 
access to these designs. Every- 
thing was exported,” ‘ fexplains 
-Mrs Gosman. 

WelL almost everything. 

1 As teefr own way ekieflisfc- 
ing tee Ceouseecu regime, Mr 
Costache and his eweagues 
' recall how they regtilariy put 

- aside expwt matei ai. “When 
.the Securitate were not hang- 
ing aroqnd here, we . allowed 
Romanians to come in here 
and buy these dothes for local 
currency . It was illegal. But 

them [a euphemism for 
the Ceausescus], we had noth- 
ing. So we gave the Romanians 
just something to make.fifa a 
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Hoesch buys 80 % 
stake in S Wales 


West Germans east net over UK foundry industry 


Richard Tomkins puts Thyssen’s purchase of Blue Circle’s Birmid within a European perspective 


steel processor A 


By Nick Garnett 


HOESCH, the West German 
Steel and anglTiPwlng group, 
has taken a foothold in the UK 
steel Industry with the pur- 
chase of a steel stockholder 
and processor in South Wales. 

The German company is tak- 
ing an 80 per cent stake in 
Gwent Steel, which specialises 
in the supply of coated strip fin- 
several industrial sectors, 
including the car industry. 

The deal is a further si gn of 
growing interest among West 
German metals groups in sup- 
plying the UK motor industry. 

Earlier this month, Tbyssen 
acquired Albion Pressed Metal 
(APM), a M i d lands fabricator of 
flat rolled products for the car 
Industry. APM, which had 
sales of about £14tn last year, 
has a number of customers in 
the automotive industry, 
Inrfndfwg Nissan’s car-making 
operations in the northeast. 

Thyssen is believed to see 
this as a strategic buy because 
of the growing operations of 
the Japanese car makers in the 
UK. Apart from Nissan, Honda, 
which already makes engines 
in Britain, is to make cars at 
Swindon and. Toyota plans to 
build cars in Derbyshire. 

Thyssen also announced last 
week that It bad purchased, for 


£35m, the foundry interests of 
Birmld Qualcast Those found- 
ries supply iron and alumin- 
ium ftastiiigH for the automo- 
tive industry. The purchase of 
APM and the Birmid busi- 
nesses are additions to Thys- 
sen’s existing but small steel 
stockholding and metal pro- 
cessing interests in the UK. 

Acquiring a majority of 
Gwent Steel though is the first 
step into steel processing in 
the UK for Hoesch. Gwent 
Steel, which had sales of £30m 
last year, employs 106 and has 
two sites at Newport. 

The company supplies the 
boildlng and white goods 
industries and body panels to 
thp qar industry. 

Hoesch intends expanding 
Gwent Steel in which three 
directors are retaining a 20 per 
cent stake. 

The South Wales company is 
supplying 2,000 tonnes of steel 
a week but has the capacity to 
almost double that 
• British Steel, the biggest UK 
steelmaker, ha-s been 
discussing with KlCckner- 
Werke the possible purchase of 
the West German company's 
KICckner-Mannstaedt steel 
works which produces special 
sections at Troisdorf. 


A GREAT CHUNK of the 
British foundries Indus- 
try has passed into 
West German ownership. 

After nearly a year on the 
market, the Birmld foundry 
group - arguably Britain’s big- 
gest - has been sold by Blue 
Circle Industries to Thyssen, 
the West German steel giant, 
for £35m. 

The deal comes Just two 
years after another chunk of 
the Industry - the Rover car 
group’s foundries in the West 
Midlands and West Yorkshire 
- were sold to Bisenwerk 
Bruhl, the West German 
foundry group, for around 
ElOm. 

These events represent a 
massive and much-needed vote 
of confidence in a wretched 
industry, only recently show- 
ing signs of recovery front two 
decades OF retrenchment. 

At the same time, they 
prompt the question, why are 
West German proprietors so 
interested in getting hold of 
these British foundries. 

Blue Circle, the cement, 
brick and home products 
group, acquired the foundries 
almost accidentally through its 
contested takeover rtf Birmid 
Qualcast, the consumer prod- 
ucts and foundries group, in 
October 1988. It had only ever 
wanted Birmid's home product 
activities, and the MHianfe 
foundry operations were 
quickly put up for safe. 


But Blue Circle's move only 
brought forward the inevitable. 
Birmid's foundries were, and 
remain, one of the biggest sup- 
pliers of castings to tbo British 
automotive industry, and- their 
future had become intertwined 
with the restructuring going 
on in the motor components 
sector. 

ifikfl other British motor 
component suppliers, Birmid 
went into decline during the 
contraction of the British 
motor industry in .the tS70s. 
Employment, still at 8.000 in 
the late 1970s, hadfallen to 
nearer 2,000 by last year. 

Britain's motor manufactur- 
ing industry is now enjoying a 
remarkable revival with output 
forecast to rise from L23m 
vehicles in 19B8 to 2m a year in 
the midrlsSOs: but it is a differ- 
ent kind of motor industry, 
dominated hy the n mltlna tlon- 
als 

The component suppliers are 
having to change with the 
times. The multinational car 
manufacturers increasingly 
want to deal with multina- 
tional suppliers, giving them 
responsibility for the design 
and development of sub-assem- 
blies in return for single sup- 
plier status. 

The foundry industry is 
highly capital intensive, and 
the only companies that can 
afford to stay at the forefront 
of design and development 
nowadays are those big enough 



Ford, Opel and VW in West 
Germany. 

Mr Bruno Tomkowits, a 
member of Thyssen Goss's 
management board, said the 
company's policy was to 
t become a strong supplier of 
components to the motor 


industry throughout Europe, 
hut particularly in Britain 
because of the growth taking 
place there. 

For its money, it has 
obtained two aluminum found- 
ries - Birmal Components in' 
Smethwick and PBM Compo- 
nents in Perry Barr - and two 
Iron foundries: Darcast Compo- 
nents in Smethwick and QDF 
Components inPeriby. 

The best two are the Iron 
foundries:'. Darcast is one of 
Europe's biggest manufactur- 
ers of crankshafts, while - per- 
haps most significantly - the 
huge QDF foundry, employing 
1,000, is just a stone's throw 
away from the Toyota plant 
being built at Bumaston. 

Thyssen and -Bisenwerk are 
not the only overseas castings 
manufacturers engineering a 
revival of the UK foundries 
industry. Montupet of France 
is- building an aluminium 
foundry in Belfast to make cyl- 
inder heads for Ford’s new 
Zeta engine, and Nissan is 
building its own aluminium 
foundry to make cylinder 
heads for its Sunderland plant. 

Of the three hats in the ring 
in the bidding for Birmid, onIy 


Darcast Components, Birmingham 


to be aide to afford the neces- 
sary investments in technol- 
ogy. 

Birmld was caught In a 
vlckras circle. To be able to 
afford the heavy investment 
required, if needed long pro- 
duction runs. To get long pro- 
duction runs, it needed single 
supplier status, and to get sin- 
gle supplier status it .had to 
make the sort of Investments it 
simply could not afford. 

Mr Malcolm Ray, chief exec- 
utive of Biraid’s foundry divi- 
sion, put it bluntly last year 
when he said: T can say quite 
categorically that at our pres- 
ent size, we have a very lim- 
ited future.' 

Thyssen has no such prob- 
lems. As West Germany's eight 


largest Industrial group frith 
annual turnover of DM34bn 
(£!2bn), the £35m it has, paid 

for Birmid Is a fleahtte. 

The investments ft win. have 
to make in the fotnxirfee will 
increase- the price, but 7- like 
Eisenwerk two years earlier - 
it believes ft Is rate worth pay- 
ing to secure a -foothold in 
Europe's fastest-growing cen- 
tre. of motor vehicle produc- 
tion. • ■' ■ 

Although Europe’s biggest 
private sector steel company, 
Thyssen also has a range of 

niannfaf- Jj irl n y acti vities Under 
the umbreUa of ThyyfMn faiiiw . 
try. One of these ls Thyssen 
Guss, a foundry division 
already taming out automotive 
castings for the likes of BMW, 


one, Triplex Lloyd’s, belonged 
..to a UK company. The other 
belonged to Mermet, the US 
foundry group that has spread 
into West Germany, South 
Korea and Sweden. 

Triplex, a foundries and 
engineering group with an 
.automotive division turning 
over £50m, says no UK quoted 
company could have matched 
Thyssen’s bid: their sharehold- 
ers would simply not have 
allowed it. 

• "That business needs consid- 
erable investment azul the ben- 
efits would have been 18 
months to three years coining 
through- Thyssen can afford to 
faka a long-term view, but I 
defy any British pic to have 
issued shares for it' 

In any event, the British 
foundry industry has under- 
gone such upheavals over the 
past 20 years that it is hard to 
think of a grouping that could 
rank alongside the West Ger- 
man companies as a multi-na- 
tional supplier to the automo- 
tive industry. 

Mr Norman GledhPl, director 
of the British Foundry Associa- 
tion, believes there are a still a 
few cards to be played in the 
restructuring game. ”1 can’t 
envisage that the whole of the 
UK castings industry is going 
to be owned by overseas manu- 
facturers he says. 

But if anything like a British 
multi-national is to emerge, ft 
will have to do so quickly. 


riy 




Services 


AT&T, one of the world’s largest communi- 
cations companies, has joined forces with ISTEL, 
the industry’s most dynamic success story This 

i 

new combination of a worldwide network and 
systems integration and applications expertise 
will make us a force to be reckoned with. Putting 
our company way out in front 

Our new leading edge is Global Messaging. 
Not one product, but an ever-evolving package 
that merges communications and information 
technology Linking hardware, software arid people 
into a streamlined communications network. 


ATST ISTEL 


Global Messaging Services 


AT&T ISTEL Global Messaging Services Limited. A Managing Agent for AT&T ISTEL Limited. 


Sky founder 


In Brief 


says BSB is 
misleading 
the public 


By Raymond Snoddy 


Britain gets 
largest 
share of EC 
storm aid 


MR ANDREW NEIL, until 
recently executive chairman of 
sky TV, yesterday launched a 
Utter attack on British Sataf- 
Hto Broadcasting, Sky’s rival 
system, saying it showed all 
tbfrbaRmaxksof “great British 


MnNriL editor of The Sun- 
day Times, told the FT Cable 
and Satellite Conference In 
Tjnwdwn that BSB had ralaUMl 
the imbHc «nd broken prom- 

-iS 6 &, •* 

BSB had dropped plans for a 
24-hour information channel 
with eight to 10 hours a day of 
news and 'had missed its 
launch 4epffitags. . 


Britain is to receive the largest 
share oat of any European 
country from a J2m emergency 
aid package for storm repairs 
announced by the European 
Community's Executive Com- 
mission, • • 

The UK, where 14 people have 


been killed by the storms this 
week and thousands more 
evacuated from their homes, 
will receive $600,000. The rest 
of the aid package will be 
shared out by West Germany, 
Ftanoe, -Belgium, Italy, the 
Netherlands and Ireland. 

British Climatologist, Mr Hub- 
ert Lamb, predicted that severe 
storms would continue into the 
next century and could get a 
“little worse.* : : 


'*>• 


CONFERENCE 


CABUE TV and 
r SATEUJTE 
BROADCASTING 
Its equipment would 'cost , 
each customer between £350 
and £400 more than promised 
end," when it finaRr jumnched 
at the end of Aprfl, it would be 
available to fewer homes than 
when ’Mr. Rupert Murdoch’s 
Sky launched more than ayear 
ago. '. 

BSB, a consortium in which 
Pearson, publisher of the FT, 
has a significant stake, made 
?tbe Pentagon look parsimoni- 
008 in the way it has spent” 

: Mr Neil also: accused media 
journalists of treating BSB 
with, kid gloves while denigrat- 
ing' Sky. when BSB launched. 
Sky would be available in USm 
homes,, which he d es cri bed as 
“<me beR of a head start* 

BSB did, however, get a little 
support from Mr David Mailer, 
the.Mhhster for Broadcasting^ 
whotold the conference he 
.planned to become-a viewer. 

Tb* minister said satellite 
TV iww looked as if it was 
takfotfaff As a result, "choice 
will be enlarged to the 
mhaiicrementof quality.'* 
-MrJan Davey, director-gen- 
eral -of the Cable Authority, 
said 145m homes, in the UK 
were now. covered by’ cable 
franchises - two thirds of the 


Bank looks to Europe 

The Rank of England has set 
op a new division dealing with 
Europe. It will be headed by Mr 
Lionel Price, and will report to 
Mr Andrew Crockett, the exec- 
utive director responsible for 
international affairs. The Bank 
said the creation new division 
reflects the rapid changes in 
Europe and the need to follow 
legislative, monetary and eco- 
nomicdevelopments. 


Conoco drills wells 

Conoco, the US oil company, 
said ft had successfully tested 
its first two wells in the UK 
and Dutch sectors of the North 
Sea which had been drilled 
horizontally under the seabed. 


Sharp research centre 
Sharp, the Japanese elec- 
tronics company, is |to spend 
£10m on a new research and 
development laboratory In 
Oxford. The centre will be 
beaded by Mr Clive Bradley 
who is currently a senior civil 
servant in the Cabinet Office. 
Although Sharp has two 
research centres in the US, the 
Oxford facility will be the com- 
pany's first outside Japan to 
concentrate on basic research, 
as opposed to research on man- 
ufacturing or products. 


^We are in the middle; of a 
cable boom.* Ur Davey said. 
By tbe end of this year, SO 
cahle franchises would be oper- 
ating, compared with 15 at the 
end of last year. . 
l% Mr Pierre Meyrat, director- 
' general of SBS, the Luxem- 
bourg company behind the 
; Astra- satellite project, said 
1 Astra had played an important 
1 -role in bringing down national 

j frontiers. A second 16-channel 
L satellite was due to be 
launched In October and a 
third satellite coufo ta used to 
. transmit high-definition TV 
' broadcasts. 

Mr Anthony Simonda-Good- 
'tog. chief executive of BSB, 
said there was clear evidence 

of a real market opportunity in 

Britain for subscription TV, 
The new satellite services 
. would offer consumers real 
choice, not just more of the 

same. programmes. ... 

. Mr . Peter . Groenenboom, 
managing director of Video 
Display Products at Philips 
International, appealed for a j 
European Communications 
Commission, to end the ■****» 
<tf satellite TV in Europe, with 
satellites in different orbits 
- using different frequencies. 


T&N disc deal .. 

T&N, the UK automotive 
components, and engineering 
group, has reached agreement 
with Sumitomo Electric Indus- 
tries Of Japan, to ’mamriSa c hr re 
Sumitomo disc brake pads 
under licence in Europe. 

As a result oL the aj reement 
Ferodo, T&N’s UK friction 
products subsidiary, to sup- 
ply disc brake pads for the 
jointly developed Rover, 'Honda 
cats produced ln the UK. 


TV plans to go ahead 

. . The Go v er n ment has ruled 
out any- change to its plans for 
new external majority share- 
holders for Independent Televi- 
sion News. 

At the moment, Jl If is whol- 


but the broadcasting ta&L now 
before parliament says that in 
future broadcasters will be 
able to own no more than a 49 
per cent nfe»kp- in national com- 
mercial news providers, such 
as riN, 


Homes at beauty spot 
A decision tor Mr Nicholas Rid- 
ley, the former Environment 
Secretary, to allow the develop- 
merit of 500 homes near Read- 
ing at a beauty spot known 
locally as Bugs Bottom was 
upheld in the High Court 
Reading council had argued 
that the Secretary of State had 
failed to take account of 
changes in government hous- 
ing-policy. 
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SE proposal 
could cut 
costs of 
share issues 

ByCtaroPearsoa 

MORE. TRAN "£100.060 In 
advertising, costs will be. rat 
from the hillfor some crajpa- 
nles wafcfag share lasms in 
London, if recommendations, of 
a stock; exchange report pub-, 
fished yesterday come into 
effect. ■ 

-■ An exchange review commit- 
tee has . recommended that 
there should he a greater vari- 
ety of ways in- which- new 
issues are inade. and in path, 
nlar thrt -companies Should be 
able toplace- a substa n t ia l pro- 
portion of shares with tostitit 
tional clients rather than o ffe r 
them -to the public. - .7 .. 

Where a company does Join 
the market via am offer for 
sale, it proposes that the costly 
requirement to publish a full 

. prospectus in two natl renal 

newspapers be. abandoned. . 

- The review of new issue pro- 
cedures formed part of the 
exchange’s wider examination 


<:‘j c;- 


oftheLoitaoninarket, aimed 
at ensuring it will be able to 
face up to competition that 
may emerge parncnlariy from 
other European centres. 

Ur Graham. Roes Russell 
said the committee, which he 
chaired, had studied the mar-, 
bet for 4 year to see what radi- 
cal changes were in order. 



MANUAZr workers at British 
Aerospace's Preston plant are 

expected tomorrow to back the 
company's revised package for 

a 37-hour weak which could 
giRTwl an end to strikes that 
have crippled European pro- 
dbactioa of Airbuses. 

. Air, Alex Seny,«BOfflral secre- 
tary of the Confederation of 
Shipbuilding and Engineering 
Unions, .said' last night he 
would be surprised if the pack- 
age — which comes after W 
weeks of strikes -wasuot 
backed overwhelmingly at the 
' mass meeting following, the 
substantial Im prov em ents the 

iwH^wny haft yrmrin. - 

The -. proposed teal had 
already been through a num- 
ber of critical tests, having 
been recommended by both 
negotiators and shop ste w a rd s . 

Although Prestanplays only 
«' Tnriwir peft fa ma wi i fn nfaiTitig 
-wings for Airbus, the E u rope a n 
aircraft consortium, a deal at 
the piaxrt is Hkeiy to be fol- 
lowed quickly by a setttement 
at Chester, one of BAe’s main 
Airbus components factories. 

The Chester agreement 
would be similar in broad 
terms to that proposed at Pres- 
ton and negotiators there are 


done- to- TH ftorn q flwdfag accept 

tahceu- - - L ' 

■ The Preston mass meeting 
tomorrow' coincides with the 
convening of an Airbus super- 
visory board at which foe BAe 
strikes will be top of the 
agenda-The stoppages have 
caused severe friction between 
BAe and its Airbus partners.' • 

According to Aerospatiale, 
the Preach state-owned aero- 
sparegroq^ they have cost the 
rmwnrHmn S300D1 in lost'OtO* 
ductira. The French group is 
threatening to invoke an 
article in the consortium’s 
a greement which could - ' make ■ 
BAe pay'9I2Qm in compensa- 
tion. . 

SAf kiin dawferf th yt ^ fe fa. 

We but it wantsan. early settle- 
ment to the dispute. 

. Mr Ferry said that since the 
last WMMM nmoH wg Preston, 
which was held two weeks ago 
and whic h ggo duded an over- 
whelming vote to. stay out on 
strike, the comp a n y bad made 
considerable amendments- to 
its offer. 

Striking white-collar workers 
wire already work a 87-hour 
week would be paid a tamp 
sum of £650. against the £200 
previously offered. - 


Abbey records 21% rise in pre-tax profits 


. By David Barchart 

-ABBEY * "NATIONAL, the 
former building society which 
cooverted into a retail banking 
group through a stock market 
flotation last July, yesterday 
announced a 21 per cent rise in 
its pre-tax profits in 1989. 

The result contrasted 
sharply with the heavy losses 


and Midland, as a result rtf pro- 
visions. against Third World 
debt, and also with the last 
year’s steep foRto- profits at 
TSB, the .only, other UK 
savings Institution to have a 

stockmarket flotation! la the 

1980s. 

’ Abbey National's pre-tax 


pr ofits were £501m in the year 
ended 31 December 1989, up 
from £414m the previous year, 
with the batik’s care mortgage 
tending - business to homeouy* 
era performing particularly 
weQ. - 

Sir Campbell Adamson, 

group fthfllirmari . said . the 
restate were particularly 
impressive when set against 
the background of a depressed 
housing market and a toll to 

overall UK mortgage lending of 
about 13 per cent. 

“Our net lending for 1989 
stood at £&2bn, a 24 per cent 
rise on the 1388 figure," said 
Sir Campbell. “Our market 


share was 8L4 per cent at the 

and fg T flftft ami UJ per Ht 

the end of 1989." 

Though Abbey National 
made a £16m loss on its estate 
agency chain, compared with a 
£9m loss in 1988, the bank drew 
some comfort from the fact it 
managed to hold losses in the 
RpTwid half of the year at well 
below the level of the first six 
months. 

Abbey National also hold its 
operating costs down at 45.2 
per cent of its income. This is 
about 20 percentage points 
below the cost-toincome ratios 
of the big clearas. 

However the bank fared 


badly in the savings market, 
its main business activity 
where Abbey National and the 
building societies are under 
attack from tbe “Big Four* 
clearing banks. Its share of the 
liquid savings market fell 
sharply, dropping from 99 per 
cent at the start or the year to 
4 per c ent by the end. 

One surprise was the news 
that Abbey National’s cheque 
book current account, expen- 
sively launched to the spring 
of 1988, broke even last year 
and may make a profit this 
year. Abbey National’s shares 
dosed yesterday at lB9p, a rise 
of 4p cm the day. 


Muddle sours Tory inner city celebrations 


By Hue! Duffy ’ 

CELEBRATION of the second 
anniversary of Tairar-h of 
the Prime Minister’s Action for 
cmes progr a mme went a little 
awry yesterday when Mr David 
Hunt, environment minister 
for ftwww dtiia, m<ii on radio 
-that “a substantial amount" of 
new money had been won, 
while the. Treasury, unoffi- 
cially, ' Amifidt an ything of' the 
sort ' . . 

The discre p a nc y arose from 
the fact that, aR of the . -pnd' 
ecfced £4bn spend in 1990-91 — 
pronounced “a recced” by Mrs 
Thatcher on her visit to 
Bradford - had already been 

nHnw>twl tin ^nr him nf^ hi thn 


entumn statement on public 
spending. But not all of it had 
been designated for fa™* city 
programmes. 

This minor difference in 
interpretation of what was new 
might not have been so obvi- 
ous had the Government not 
built up publicity for Its Itttwt 
city announcements through a 
video ttuk-up of the Prime Min- 
ister’s Bradford speech with 
ministerial visits in Binning- 
ham, London, Manchester, 
Teesride, L ei ce s ter ^ Liver- 
pool. 

Tbe slip was also a fait awk- 
ward as the main purpose of 
Action for Cities two years ago 


was to present the large ntmt- 
•ofisnch prog r a m mes spread 
Whitehall departments 
as ‘a-co-ordinated poli c y. 

Mr Hunt hinted, however, 
timt tin> Government «hu j^ij 
not quite succeeded in over- 
coming the presentation prob- 
lem. He said the Government 
was “looking at ways of giving 
business people, others, 
better access to information 
about what is going on in the 

fnrww cities.’' 

He added: “We must now 
redouble our efforts so that the 
benefits of national prosperity 
are felt by all those living to 
our cities.” 


Mrs Thatcher said new life 
was being breathed Into decay- 
ing urban areas, although she 
said that rehabilitation would 
take more than a decade. 

The £4bn planned spend for 
1990-91 compares with £3A7bn 
in 198849, and £&38bn in tile 
current year. It includes £100m 
specifically earmarked for 
housing in Hie inner for 
the first time, within tbe Hous- 
ing Investment Programme 

The new £147m programme 
to combat homelessness has 
been included, as much of it 
will be spent in the inner 
cities. 


Survey says 
Perrier set 
to recover 

By PMIlp Rawstome 

PERKIER is likely to make i 
full recovery in the UK market 
according to a survey bj 
Yamaichi, the Japanese secun 
ties tiwffi- 

Ntoety-seven per cent of out 
lets which stocked the Frenct. 
mineral water before the with 
drawal of benzene-contami 
nated stocks intend to re-ord© 
when supplies are resumer 

next mnnth- 

The outlets surveyed b$ 
Yamaichi included Threshers, 
Whitbread’s off-licence ch a in , 
Peter Dominic, owned bs 
Grand Metropolitan, and 41 
well-known restaurants in Lon 

“Perrier’s rate of recovers 
will depend on the resources 
channelled into re-buildtog the 
image in the public mind, 11 
says Yamaichi. “Profits will 
undoubtedly be affected but 
not as much as first thought & 
further appears that no 
long-tom benefit will accrue to 
Perrier’s competitors." 

Few of tbe restarants sur- 
veyed provided an alternative 
to Perrier, and several reported 
that customers were still ask- 
ing for it by name. 

The survey suggested that 
Cadbury Schweppes’ Malvern 
Water, and Badolt, owned by 
tbe French group, B5N, would 
increase sales but the growth 
was unlikely to be sustained. 
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Guinness was never 
adtised about law 
on shares, court told 


By Raymond Hughes, 

Law Courts Correspondent 

NONE of Guinness’s pniimwt 
City at London financial or 
legal advisers ever told the 
company that it might be cou> . 
mitting Acrimeif it rewarded 
those who s u ppo rte d its share 
ice dining the 1986 takeover 


* : j ?*-. 

for EHstiHers, Mr Olivier 
-/ ~ 1 "~ Roux claimed yesterday. 

Giving' evidence for the sev- 
enth day at the Guinness t rial , 
■ Mr Roux also revealed that to 
' -- December 1986, Guinness M 
itself been recruited by Schroe- 
: der Wagg - the merchant. 

bank that recently handled tbe 
. . ; *ju. Go v ern m ent’s water privatisa-. 
tkm — to support fhe-brewfng 
company Matthew Brown. 

Mr Roux said fty Schroeto 
v. Wagg had asked Mr Ernest 
L> tT Saunders, ffwn - Guinness' flWgf 
r...:..-;: executive.' to help Matthew 
Brown fight off an unwelcome 
bid from Scottish. & Newcastle 
Breweries by buying Matthew- 
Brown shares. 

Gutonesa had bought 500^00 
‘.'-'“i shares for £a5m, on the under- 
. standing that any losses it 

... made when it sold (hem would 

be made good by Matthew 
Brown- 

Mr Roux -said that that 
arrangement had been con- 
finned to him personally by 
. - • Matthew Brown’s chairmaiL • 

Mr Roux is a key prosecution 
‘ * witness in tbe trial at South-' 
- wark Crown Court of Mr Saun- 
. ders, Mr Gerald Rouson, chair- 
man of the Heron group, Mr 
T ' Anthony Parnes, a City stock- 
. , g broker, and Sir Jack Lyras, the 
^ millionaire financier. 

Tbe four men have dented 
charges arising from an alleg- 

• " - edly unlawful share support 

op^atlon mounted by Guin- 
ness in its battle with Argyll 
for Distillers. 

.: Cross-examined by Mr Mich- 
~ ael Sberrard, QC, fat Mr Ron- 
- son, Mr Roux raid that he had 
r - . seen nothing untoward in sup- 

, ... * . porting Matthew Brown. 

“Provided we were covered 
for loss it was important to be 
.... , ••*■' seen to be participating in the 
protection of cme of Gutoness’s 
, customers,” he said. 

That view, he agreed, had 
been reinforced by the impres- 
sion given to him by City con- 
tacts that there was an under- 
stood procedure that share 
. - • . supporters would be helped if 
they made a Joss and that it 
often happened. 

•\7 J Mr Sheirard referred to sec- 
tion 151 of the 1985 Companies 
: . : Act. an which a number of the 

charges against the accused 
men are based. 

The section prohibits a com- 
pany providing financial assis- 
tance tar the purchase of its 
.... i v own shares, save in certain 
" * . . ; limited choumstancesL 

Had any adviser ever 
. explained to the Guinness 
board the implications of seo 
. . lira 151, Mr Sherrod asked. 

Mr Roux said he did not 
J ' ' " -remember that happening. 
Nor, he said, had anybody said 
anything about a breach of the' 
section leading to a foU sen- 
tence of up to two years. 

Mr Sberrard listed Guin- 
r ' : • ness’s advisers: 

•Casenove - “a royal xrauta- 
tira among stockbrokers.*’-- 
>T n 1 •Morgan Grenfell - a "leafl- 

.ing merchant bank”, the bead 
v . of whose corporate finance 
-department at the time had 
_ '-'V been Mr Graham Walsh, parevi- 

;'7.-k" ” ously director of the CSty Take- 
... over PaneL 

•Alexanders Laing and 
Gctdckshank - “leading stock- 
. ‘-I brokers" who had acted for 
Guinness through Mr Pames. 
•Wood Mackenzie - “very 


eminent stockbrokers.” 

Mr Roux agreed with Mr 
Sherrard’s descriptions. He 
agreed that Bain and Co, man- 
agement consultants with an 
international reputation, M 
had 80 to 40 people w or kin g 
fiiBtima at Gutonoss for a fee 

of wn^B than glm * itmnft, 

Also that Mr John Theroux, 
a Bata v&cepresLdent in charge 
of its London office^ 
known of the sup po rt opera- 
tira and had never sug gested it 
involved diiv wHTfffifiritjv ^ 

Guinness’s, accountants. 
Price Waterhrase, were one of 
tbe largest adooc mla ncy ftra 
to foe world, raid Mr Sberrard. 
Yes, *ald Mr Roux, agreeing 
that the firm’s. audits were 
thorough and searching. 
FreshfiefcJs, he agreed, was in 
foe front rank of City solici- 
tors. 

Mr Anthony Sate, the partner 
involved with Guinness, who 
Was one of thn lMdtng mut 
most respected mergers and 
acquisitions lawyers to the 
City, liad known about the sup- 
port operation and had never 
alerted Ww to any danger. 

Mr Sberrard asked Mr Rone 
"Did anyone, professional 
adviser or anyone else, say 
anything to fofe effec t; please 
be careftil not to offer indemni- 
ties or rewards, or cover of any 


do so might be a crime ?” 

“No one," Mr Roux replied. 
Nor, he said, had anyone 
said that no indemnities or 
rewards should be offered. - 
MT Sberrard; “Did you hear 
anyone say tha t ^i f Guin ness 

shares there is a risk that 
somebody might say that this 
payment might be stealing V 
Mr Rome “No.” 

Mr Justice Henry asked Mr 
RouxfDid you think of adver- 
tising to the papers that any- 
one who bought Guinness 
shares would be indemnified if 
they went down 7* 

Mr Roux: “No.” 

Mr Sherrard asked if Mr 
Roux had known whether 
advertising of that kind would 
be permitted by the rules of 
the Stock Exchange or the 
Takeover PaneL 
Mr Roux said he did not 
know. 

Mr Sherrard referred to a 


Stock ExchaiQe announcement 
on March 4, 1986, midway 
through the bid battle, that 
companies were required to 
have shareholders* approval 
before Issuing -indemnities to 
banks or others against losses 
which might be incurred in 
supporting a takeover hid. 

Mr Sherrard suggested that the 
imputation that that rule was 
not being made retrospective 
would have seamed to mean 
that “you did not have to 
tmrerattekmttfngaftfcfifaM 
Own in progress.” 

My Pftrrr agreed. 

He agreed that he had told 
Department of Trade and 
Industry inspectors investiga- 
ting the Distillers takeover 
that his understanding was 
that support operations were 
not . improper and were cam- 
man Ctty practice to hostile or 
contested takeovers. 

He had also hdd the inspectors 
that he had understood that 
Morgan- Grenfell might have to 
justify the support to the take- 
over panel if it was discovered 
and might be criticised if they 
foiled to do so. “However, they 
appeared willing to take the 

The trial continues today. 


For every hour’s flying time, 
Lufthansa puts in 
22 technician hours. 



Running an airline is a job the highest standards of qua- 
which, forthe most part, takes lity, which, in turn, are subject 
place behind the scenes. At to checks by independent, 


Lufthansa, for example, we government tochnicians.This 
bivest 22 technician hours in attention to detail also ex- 
maintenance for every hour of tends to the quality of per- 
flying time. - sonal service you can expect 

That's considerably more On the ground and in the air. 
than demanded by the statu- State-of-the-art technology; 
tory manufacturers* require- perfect organization, per- 
ments. Our servicing and sonal commitment that’s our 
repair work is carried out to promise. 


© Lufthansa 
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FINANCIAL TIMES CONFERENCES 

COMPETITION, MERGERS 
ACQUISITIONS AND 
ALLIANCES IN EUROPE 

13 & 14 March, London 1990 

Competition policy at Community and member state levels will be the focus of 
the agenda. Speakers will assess the impact of the Brussels agreements and 
will look at developments in the countries where there is the mostMerest in 
mergers^ acquisitions and alliances. 


Speakers include: 

Mr John Redwood, imp 

Parliamentary Under Secretary of State for 

Corporate Affairs 

Department of 'Rade and Industry 

Sir Gordon Bonfe,oc 

Director General of 
Office of Fair Trading, UK 

Mr Antony Beevor 

Executive Director, Hamtoros Bank Limited 

Former Director General 

The Panel on Takeovers and Mergers 

Mr P Stormonth Darling 

Chairman 

Mercury Asset Management Group pfc 

Mr J Lawrence Manning, Jr 

Partner in Charge 

Jones , Day, Reavis & Pogue 


Mr Richard ML Webb. 

Chairman 

Morgan QnsnUst & Co Limited 

Mr Martin Waldenstrdm 

President 

BoozJUtan Acquisition Services 

Mr Philip Goldenbeig 

Partner 

S J Berwin & Co^ SoScftors 

Mr YUsho Yamamoto 

General Manager Mergers & Acquisitions Division 
The LongTferm Crecft Bank of Japan, Limited 

Dr Lutz Rao l Hg 

Executive Vice President & 

Head of Corporate Finance 
Commerzbank AG 


A Bmited amount cfexNbitton space fcavofebfet for furttx* information piease contact Connfe Strong. 


COMPETITION, 

MERGERS 

ACQUISITIONS AND 
ALLIANCES IN EUROPE 


Hk The Fin an ci al Times Confe re nce Organ fa al l o n 

126 Jenayn Street, LondonSWlY 4UJ, UK 

Dri: 01-925 2323 Fax:01-8252125 fte 27347 F1COIFG 
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SCOTS PACK I 

G Please enrol me as a Stats Pack subscriber for the sections 1 
indicated (tick boxes). I understand die annual diaqe wQl be 
£100 per section. Please invoice me for the fbDowing: 

□ Unit Trusts □ Insurance Funds Q Ptosioo Funds 
Oflshorc Funds Q (Sterling converted) Q (US do liar converted) 

□ Please send me further details. 

ELECTRONIC SLOTS PACK 
O Please send me farther details. 


Name. 


Money Management provides the definitive review of ' 

Ate fund performance statistics you rely on. And now you can 
subscribe to receive them almost one month in advance of 
general publication. 

Stats Pack is the monthly preview of Money Manage- 
ment's fund performance statistics. 

It covers unit trusts, insurance, pension and offshore 
funds (US dollar and sterling converted) and gives details of each 
fond's growth, sector ranking, fund size and bid/offer spread. * 

Spanning one, three, six and nine months, and one, three, 
five, seven and ten years. All calculated by F1NSTAT, the 
Financial Times Statistics Service. 

Electronic Stats Pack is ‘for PC users and brings the 
same information but for each of the ten years. Ready for use 
with any standard spreadsheet package it makes your own 
fund comparisons, graphs and rankings simple. 

So whether you ore a financial intermediary advising 
Clients, or a fund manager developing investment and marketing 
strategies for your company, why wait for the data you need? 

Get it direct to your desk as soon as it's available. 

Preview don't review, fill in the coupon now. 

FT BUSINESS INFORMATION LIMITED. REGISTERED OFFICE: NUMBER ONE. SOUTHWARK BRIDGE. LONDON SEl 9HL. REGISTERED IN ENGLAND NO W0B& 


Company. 

Address _ 


Postcode 


Tfcl. 
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FJNSTAT. 2nd Root. 126 Jenayn Street, London SWY 4UJ, TW: 01-925 
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BUSINESS LAW 




• Foreign economic relatkHML 
The government seems to 
intend ttttte relaxation in this 
qbae The latest draft of the 
foreign economics relation law 
would leave foreign trade com- 



Czechoslovakia prepares to rejoin 
the world 

By AJL Hermann 

L ast week in Washington 

Mr Vaclav -Havel, 

Czechoslovakia's Presi- 
dent, was assured that Us 
country wffibe able -tojoltt the 
World Bank andtn qualify for 
•most favou r ed nation* ta riff 
cat imposts Into the US. 

Such promises will ease 
Cte cfaosl oyakia’a re-en try ta to 
thp w orld trading community. 

A great deal of work wm have 
So be done, however, to develop 
the country’s infrastr uc ture of. 
legal, accountancy, and con- 
suiting services. During the 

C 40 years, local • lawyers . 

had hardly any-need to . 
acquaint themselves with 
sophisticated instruments of 
finance management; 

mergers, acquisitions, and 
competition law have been . 

Tyi fliins from awwthar’ w nriri 
Phang m and lip piyi wmMrt^ 

will be particularly necessary 

tf, afl hnfh CttdMM W l B a an^ 

the US propose; a new interna* 
tionalbank for the reconstruc- 
tion of eastern Europe is to be 
located in Prague. 

Participants in an interna- 
tional con fe rence an trade 
investment opportunities in 
Czechoslovakia, organised by 
the Prague School eg Econom- 
ics fmd iirfii th ere eariiar this 
month, heard of a number of* 
new laws in preparation or 
already , introduced. These 
co v an . * 

• Advocacy. Lawyers are 
likely to be In the front hue 
when it comes. to unbundling 
government controlled indus- 
trial g ro w p s into wnaiiw con- 
cerns - either in the form of 
new “state e n ter p rises," aide to 
survive only if profitable, or as 


It’s attention to detail 


r- -r i " r 


■ Mil 


SCANPtc'CwSwN Hotel 
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"THic Financial 
Times proposes, to. 
publish this survey 
om . 

27th March 1990 

For a full editorial 
synopsis and 
advertisement details, 
‘ please contact: 

EDWARD 
MACQUISTON 
on 01-873 3688 

or write to him at: 

Number One . 
Southwark Bridge 
London . 

SEt 9HL 
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joint stodr companies. 

There are, however, no pri- 
vate law firms. Attorneys are 
employed .in "advice bureaus" 
controlled' by the Ministry of 
Justice. Only two out of tint 10 
such bureaus in Prague are 
a uthori sed to deal with inter- . 

nnHmul Ipp l K iyhyma • 

An advocacy law now hotiy 
debated in the profession Is 
likely to change this. Practitio- 
nere wiE he afiowat to practice 
in law firms -of then own, 
though seme. fear the kiss of 
salaried security..- Few are 
aware of the opportunities- 
open to lawyers in a market 
economy. .Two London law 
Anns seem to be on the point 
of opening Czechoslovak- law- 
yers’ eyes. 

• Banking. A banking law 
came into force on 1 January 
1990. It handeid commercial 
banking — previously the 
monopoly .<rf the the Czechoslo- . 
vak State Bank - over to two 

iywim tTrrf nl ~ ha iiloi, ww Czech 

and the other Slovak, and to 
two regional saving' banks. The 
Investment- Bank, which 
played little role in the past, 
will take on new importance, 
providing larger Investment 
credits to state e nt erp ri ses and 
url v aie companies. 

This leaves the Czechoslovak 
State Bank free to operate as & 
central bank - completely 
independent, it hopes,- <xn dw 
pwiftt of the German Bundes- 
bank. 

The greates t novelty ia the ' 
opening of the door to foreign 
KnTtifg; Austrian and French 
b«nfr« are already on the spot 

At the same time, it ia planned 
to establish subsidiaries of fro 
Czech commercial banks 
abroad. The aim is also to 
introduce new types of finan- 
cial operations such as the 
issuing of long and short bonds 
by the government, local 
authorities,, and ttg Industrial 
enterprises. 


it over the 

Authorisation win continue 
to be required not only for 
trade but also far the represen- 
tation of foreign firms. These 
will he hardly pleased with rep- 
resentatives dependent on the 
pmw auth o rity which controls 
or. owna the Czechoslovak 
importer. ... 

There is, of course, some 
force in the argument that the 
monopoly of foreign trade can- 
not be dismantled as long as 
there exist three mutually 
independent price systems: 
production and wholesale 
prices, retail prices, and for- 
eign trade prices. 

None the less, the tight con- 
trol of foreign economic rela- 
tions by the Mhdstry of For*, 
rigu Trade is a thorn in the 
flesh at Czechoslovak indus- 
trial concerns which would 
like to have (Bract access to 

Trade wfll be encouraged, 
however, by President Bush's 
assurance to Vaclav Hovel, his 
Czech opposite number; that 
Czechoslovakia will benefit 
from "moat -favoured nation" 
status in its d«oHng« with the 
US/ - - • 1 

# Joint ventures. The main 

tawlt of ras ft j m m fr v rpfr >r tn jg the 

upgrading of the i ndustrial 
structure, away from the over- 
sized steel mid heavy engineer- 
ing industries. This cannot be 
achieved quickly. Some hcpe.is 
placed on co-operation with 
western firms whidi may be 
Interested in using spare 
capacity and the under-em- 
workforce of Czech 
ia exchange for 


advanced technology. 

The present- joint venture 
law however, is unsatisfactory 
in two respects: It does not 
automatically give the joint 
venture a license to engage in 
foreign trade; and it makes 
repatriation of profits depen- 
dent on the hard currency 
earnings of the venture, a 
draft revision of the present 
law floras at some improve- 
ment, and would also reduce 
tiw burden of taxation. 

• Sn ail business. A draft law 
.on small business is under dis- 
cudBtbn, urged by an associa- 
tion formed by some 10,000 
potential entrepreneurs. This 
would mainly cover small busi- 
nesses in the service sector, 
such as catering, repairs and 
maintenance, but would also 
deal with some small scale pro- 
duction. Ominously, the (haft 
law now discussed provides for 
the establishment of a special 
office for regulating mmii busi- 
ness activities. The bureau- 
cracy involved In such an 
office. could easfly discourage 
new entrants into a field which 
Is in any case surrounded by 
many practical itiffiraiWaa. 

One of the greatest problems 
feeing any new enterprise in 
Czechoslovakia - large or 
small, domestic or foreign - is 
the scarcity of office space and 
other premises. The queue for 
offices vacated by the Commu- 
nist Party secretariats and by 
some heavy industry enter- 
prises is so long that the 
authority handing out this 
office space in Prague had to 
Stop all allocations, to gain 
time for establishing a set of 
priorities. This problem will 
affect the nascent law firms as 
well as thrfr pote n tial c lie n ts. 

The author is DJ. Freeman and 
Co. Senior Resear ch Fellow in 
International Trade Law at 
Qfieen Mary and Westfield Col- 
lege, UnwersUg of London. 


Interest Rate Changes 


mortgage rate will increase by 0.9% from March 1st 1990. 

For existing borrowers, where a mortgage deed spedfies a period rf notice before au increase hi die 
interest rate applicable to fits effective, .such period wfll commence on 1st March 1990. 

We will have written to you already with regard toyour new monthly payment. 

- Notfce ls rise given tbatas-from 1st March 1990 the foUotving rales <rf interest will be paid i 
trjvesimentandsayings gccqunts 
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| i'O Day Capital Account | 

1 Cheque Save Account 1 


1125% £15.00%’ 

£50£XX) ulus 

12.00% £16.00%’ 

. ^WPJB (49,999 

1L00% £14.67%’ 

E25XXW to £49.999 


1P4W9 


11.40% ^1520%’ 

- 

11.15% s 14.87%' 

£2,000 to £4^99 


£1 5.000 tn £24.999 


Balances beta* die mfehnum investment com 
Interest ailhe Share rate. 


()U Dav Income Account 


12.00% 5 16.00%’ 

£50,000 plus . , 

11.65% ^15.53 %’ 

£25.000 to £49399 


10.50% £14.00%’ 

£5^XX) to £14,999 

1025% £13.67%’ 

CjOOO B» £4,999. 

10.00% £1333%’ 

£500 to £3^999 


Share Account 


7.75% = 7.90% = 1053%’ 

Net Net Car 


1125% £15.00%’ 
U.00% £14.67%’ : 

&0W^fl4J??- a, . 

10.75% £ 1433%’ 

£2j00to £4,999 ■ 

Balances befow-tbe nUnfaHiiti tavestmeat Sun 
Interest atthe Share rate. 


Closed Issues 


The 30 Day Share, 90 Day Share, 3 Year Period 
- Share Accounts and all other dosed issues have 
. . Increased by 0.75% net. 

•i .-AH other current issues have increased by 0.75% 

.. <- DM-lGross equivalent to a basic rate taxpayei 


Portsmouth 

-BUILDING SOCIETY 


HEAD OFFICE: CHURCHILL HOUSE, WINSTON 
. , - TELEPHONE:. 


CHURCHILL AVENUE. PORTSMOUTH. POl 2EP. 
(0705) 20129] 


EUROPEAN 

FINANCIAL 

CONTROLLER 

l .S. Afiilhuarinnti! 

c. £40,000 

4- Substantial bonus 
prestige car 


Our dientis thcrhighly succcssfal electroiuc components division of a IIS. 


in the U JL> I^ nc^ Oennany. Ittdy and Scandinavia. A manufacturing 
base h currently set np ^ m the Midlands to support their further 
ex^mnskm intt> Eteq>e ty lS^2 arid they now need a strategically thinking 

initiative. 
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BUCKINGHAM 

ASSOCIATES 

LSSfl^jj&ibi 


ion skills wfll be 

rtswiiy,cogpled with considendAe coiuimgriai awareness gained in 
<|narteriy .driven^ ife i dih n rion a l B. A w o i i da g knowledge of IVench/ 
Gemum accountfaig systems and practfees b desirable and, since the 
Group is bighty acquisitive, a pro-active approadi to rapid growth is also 
Iai|K>rtaiil^ an fy flaenMiy to talk financial language af a marketing level* 

In return our dientis offering an extreznriy attractive salary and benefits 
package, inducting a substantial achievements related bonus, prestige car 
and relocatkm assistance to an attractive part of die West Midlands. 

a local meeting, please 
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MANAGEMENTS Marketing and Advertising 


White goods 



jSHHJPS: 


m a spi n 


Cfoy Hanis oxriw surprised the XJS group 


M ost of your poten- 
tial customers' 
have never heard 

your hums and 

many of them cannot pro- 
mmnce it. When you scratch 
the surface, moreover, you dis- 
cover t h at yonr siac aod yonr . 
nationality turns off a large 
number of them. 

Ton are fahnrit bif. annual 
sales of gafya in ahighlyoom- 
petitive international market, 
achieved under brand 

name, which yon wffl be forced 
to a b a ndo n fa a few years. 

This is the prospect fadng 
Whirlpoolin Europe. At the . 
beginning of last year, the US 
domestic appliancesinaintiQc- 
tnrer paid PhiHps $47Qm for a 
53 per cent state in the Dutch 
electronics company's world* 
wide white goods business. The- 
deal enabled the combined 
Wbiripool/Pbflips operations to 
vault past Electrolux and claim 


Whirlpool is likely, to take 
full ownership of the joint ven- 
ture before the -end of 1991, 
although the two companies 
could negotiate', a new agree- 
ment to extend & 

What Is certain, however. Is 
that the Thflips Tjrand must 
come off appliances by the- end 
of iSSAFrom a standing start. 
Whirlpool had leas than 10 


years to establish its name in 
the European' mind. It was 
determined notto lose, a single 
sale in the process. 

Bufidtog on its own experi- 
ence in -the. US,- Whirlpool 
decided to re-badge all Phflipa 
products with both names:. 

JanKgrel, managing ffirectar 
a nd -' rTifaf ^ lwriilliw flfflCfflr'Of 
Whirlpool Ihteniational, 8aw tt 
Otis- way: “BW putting the two 
names together, you get the 
best of both, Teinforcing the - 
positive feelings associated 
with Phflipa with the positive 
perception of the Whirlpool 
name. Confidence and dyna- 
mism, stability and vigour, 
classic quality and the best of 
modem technology, reliability 
and innovation. In short. 
Whirlpool's imagination added 
to IMBps* experience.” 

That la the confident view, 
for public • consumption. Intaa>? 
views with more than 1,000 
European women, however, 
raised -doubts about whether 
the neat bipolarity, especially 
the Whirlpool side of wpw. 
tion-actnaH v anolied. 

Moreover, having set their 
rights, on the 4vkl brand. 
Whirlpool and Its Ftenchhasea 
advertising agency, Pubfids 
PCS International, took a yen 
tojraiere the public debut . 

The result is now becoming 


familiar to televistan viewers 
to 74 European countries, who 
are seeing an Menticalkkdt-off 
com me rdatThe TV campaign 
wDI boost its advertising bud- 
get by $U0m to 7 the next few 
years. In 1990 -alone, wp^tutt . 
tore Is Hkely to read! £2Sm, 
with tile UK accounting for 
oo&Ofth of the total 

The Phffipe Whirlpool cam- 
paign will test two proposi- 
tions: 

• Agencies and toeft clients 
should place more trust in 
detailed market research than 
In their own instincts. 

• Pan-European advertising 
can wock .tr ft finds the demo- 
graphical formula to overcome 

national iWferanwni 

It is also baaed on the prem- 
ise (see below) that domestic 
appliance sales depend as 
mnch on back-up sendee as bn 
pro duct q uality , wh ich does.* 
not differ much between manu- 
facturers within a given price 
range. 

Thie campaign emerged from 
nearly a year of detailed 
research across Europe, an 
exercise which- Publicis 
behaves is without precedent- 
in' its scope. The way it was 
conducted reflects the federal 
nature of the French-based 
group's European agency net- 
work g»i tiie « n ti« i i s n at u re 







Qul deB w e lor the ad etipu tate d that both companies' names and logos had to be shown 


cf its cheats. • 

“Philips is very wssreb-ori- 
entedi" says Mck Mote, Pubh- 
international cumdiiianar 
for the aocoont "They will not 
take cre ati ve decisions subjec- 
tively." 

Katherine Baughman, Puhtt- 
da’s marketing pri m ing 
director for the brand; says: 
“We had to rule out instinct 
Aram the beginning, It was a 
campaign ruled by the head 
and not by the heart,” 

The research' by French 
agency TMO was tightly 
focused on what Karel 
describes as “modem women 
who care about their famffiwt 
but also lead an active life 
beyond the boundaries of the 

li nmmhnM * 

Not every buyer of domestic 


Putting its shirt on ‘unexcelled’ service 

H ow does a manufac- first year of purchase, or retailer. Whirlpool Financial many. The weak poa 
turer distinguish its. refund the purchase price. Corporation has set up In flu pnt.lt at a disadv 
products from those of It will guarantee all parts UK to offer financial pm-ktrav agates* nrodaeers such 


H ow does a manufac- 
turer distinguish its 
products from those of 
competitors when there is not 
much to between w»w 

in intrinsic quality? Philips 
Whirlpool Is putting Its shirt 
on service - both to the cus- 
tomer and the retafiec. 

Coinciding wtto the Europe- 
wide launch of the dual brand, 
the company .is introdneing a 
service package -which it 
claliiiis Is unexcelled. The 
itotaik will differ from country 
to country, bat the guarantee 
will be honoured anywhere in 
Europe, regardless, of where 
the appliance was bought 

" Tw tli» TTiT | ftw wmnrp l^, PM1. 

Ips Whirlpool la offering to 
replace any machine which 
cannot be repa ir e d during the 


It win guarantee all parts 
for 10 ye ars , on payment of a 
one-thtte premium of E1JJ50, 
toe same amount it . win pay 
c us tomer s if Iteonghiem mtt 
to. visit within two mating 
days of the company receiving 
~a can. - * — • 

- Philips Whirlpool has also 
instituted a centralised "cus- 
tomer caro-ttne* in Croydon, 
although Hs present schedule 
Mi «d short of its model: 
Whirlpool's Cool TJn», which 
Is staffed around the dock in 
the US. ■ 

Fust as important, 
to Brian Rennerley, who 
h f wim w UK mnog i iig direc- 
tor today, is the support ---a. 
company cart give to the 


retailer. Whirlpool Financial 
Cor po rati on has set up fat the 

Tig ta- nffjar flnanMal ywtapt 

to retailers, including 
extended payment terms and 
fl Mwri w i of display or 

even toe storeys inventory. The 
quid pro quo Is b e t ter dgliy; 
for Whirlpool pro ducts . " 

- hi toe short teem, it Is an 
eapenriveapproaefa. En gine e r s 
have been trained In ea s tern er 
service; theft amvemen te are 
mapped and their parte re- 
rfn rt nU ||y fn mp rt fy Setting 
each high standards bears not 
only a SmhiM cost hut also 
ton risk of pabDc embazzass- 
ment if firings go wrong. ' 
Komedey seos no mtana- 
tive. Philips Whi rlpool 
1 inpurtmhsMt all ite «ppfi- 
ahees from Italy and WeetCer- 


foarth in the UK market with 
si share of I per cent, which 
includes built-in appliances. 

wtets to double that 
In three years. In 1990, In "the 
went market conations I’ve 
seen in 90 years,” he will be 
c o ntent to stay in the Mark 
and aril toe seme haiifbcr of 
units as last year. 


many. The weak pound has 
put it at a disadvantage 
against producers such as Bot- 
pofnft and Hoover. tImi lmdi 
of PUUps W hirlpool has pro- 
vided an own* tonify to rede- 
fine the braid in Europe. 

In Britain, he will have toe 
benefit of the lar ge st advertis- 
ing budget for white goods 
rfmn» Zannssi launched “the 
appliance of science” fat 1988. 


yp pHn-m-oa fnTIa Hvtr> IWa c&te- 

Rorv. hut Baughman's nreHmi- 
nary research made clear that 
other consumers aspired to 
tUs.8tatii8 or at least were not 
repelled by it. Overall, 1.080 
women in Austria, Britain, 
France and Spain were Individ- 
ually interviewed in sessions 
lasting from 45 to 90 

Publids Focus, one of the 
group’s five UK agencies, was 
lead agency for the 
and sent a creative brief to 
Publicis agencies in London, 
Paris, M1«i snrt Barcelona. 

The initial guidelines were 

afmplB- fig wwmrwrwfll hart to 

make dear that Whirlpool was 
a company, not just a new 
PhfHpg brand, Philips 
Whirlpool had come together, 
and that they specialised in 
major appliances. Both compa- 
nies' names and logos hsd to 
be shown and their names had 
to be gnnkww several times. 

Whirlpool was no stranger to 
tr ansi tio nal dual branding. 
After nearly 2S years as the 
sole supplier of washing 
machines to the US retailer 
Sean Roebuck, It introduced 
toe Whirlpool hrand on its own 
products in 1947. 

As it expanded In the 1950s, 

ft ncqw t fp i l irir wwii ti Hn nl n g 

■wrt electric cooker businesses 
f ormer ly owned by RCA, ami 
used the o ppo r tunity to re- 
launch its entire range of appli- 
ances as RCA Whirlpool. The 
“RCA” was dropped In 1967, 
after 18 years. 

' In Europe, the Whirlpool 
brand will stand alone in each 
country only when local man- 
agers think the market Is 
ready. “We’re going to use the 
Phfli pa reas surance to^ make 
thja transition,” says Baugh- 


man. Eur ope brought one com- 
plication which Whirlpool had 
not encountered at home. 

“In many of the languages 
the word is unpronounceable,” 
says Mote. “The letter w 
doesn’t exist in the Spanish 
alphabet and it’s very difficult 
in French. We took the deci- 
sion early on that we'd go for 
Hi. Bnrffch pronunciation." 

Baughman explains: "For 
toe French and the Spanish it 
sounds new and exciting.” 
Moreover, the Spanish, espe- 
cially, were tiring of the conde- 
scension implied by 
Anglo-Saxon companies which 
la H wl iM ii f the p miw w iriatlnw Of 
fjyrtr brand names. 

The first round of research 
proved its worth, according to 
Baughman; “We learned what 
not to say to those house- 
wives.” Women were unim- 
pressed by Whirlpool’s size. 
One observed astutely that 
were always taking 
over others, and this said noth- 
ing about product quality. 

More unexpected was the 
discovery that in the UK and 
Austria consumers were 
strongly resistant to any overt 

Amarinmimw 

“They associate technology 
and innovation with Germany; 
they do not associate it with 
America.” Mote said. The US, 
Instead, was seen as a fast- 
food, th ro w a w ay society where 
consumers lacked discrimina- 
tion and would buy anything. 

This rtmOiwrt any idea of 
«wnphinri>ihig a new w a ve from 
the new world. Baughman 
notes “ft was quite significant. 
It actually steered us away 
from things we might have 
said.” Any direct or implied 
reference to Whirlpool’s US 


heritage was banned. 

Not all the Publids offices 
took the message on board. 
The Paris agency proposed 
commercials which referred to 
Philips and “its American 
friend” - in one version, show- 
ing a man and woman getting 
amorously tangled in the 
sheets they had just pulled out 
of a tumble dryer. “We gave 
the French that information 
but they chose to Ignore it,” 
says Baughman. 

Interviews narrowed the 
field from five potential cam- 
paigns to two - "The 
Machines that Make Things 
Good” from Paris and “Beauti- 
ful to Live With” from London. 
The first was “creative,” with 
catchy, humorous music based 
on a popular French song. "I 
am a Gigolo,” and showing 
young adults in a variety of 
modern lifestyles. The second 
was comforting and homeori- 
ented, even syrupy. 

Publids and its clients were 
sure the Paris version was 
better, but subjected both to 
another round of research in 
France, Britain and Austria. 

When the results came back, 
the chances of finding a pan- 
European campaign appeared 
to be In tatters. Frenchwomen 
enthused about the Paris 
agency’s work and did not like 
the London effort; toe 
liked the cosy version and 
hated the stylish one; Austri- 
ans firmly rejected them both. 
Because America was men- 
tioned, they unfavourably 
placed the action in California, 
although there was nothing to 
suggest that was the case.' 

For a moment, Publids and 
Whirlpool International 
thought they would have to 
abandon the single campaign 
and run two; cam in southern 
Europe, including France, and 
one in northern Europe. 

Then the research agency 
pointed out that an idea which 
had been discarded at a n ear ly 
st&CB as roerelv on "rnfonDfl- 
tom vehicle,” without much 
added motive value, had elic- 
ited a positive response from 
women in every country. 

The French had preferred 
tiie m™ ad as other Europe- 
ans? This was unheard of. 
More research was commis- 
sioned in France. The London- 
devised “Brings Quality to 
Life* campaign won frauds 
down over the homegrown 
“yuppie” version. 

Mote marvels: The winning 
campaign surprised us afl. ft 
surprised the agency, it sur- 
prised the client.” 

Mure than 1,000 European 
women had spoken, and Whirl- 
pool International was willing 
to take their word on a 
anflthnnifan dollar decision. 


No rate cards 
in E Europe 

By Clay Harris 

“HIDDEN SEDUCTION" is 
banned in Czechoslovakia. 
Advertising must be based on 
“specific features of the goods 
offered.” In Hungary, products 
must be available in sufficient 
quantity before they can be 
advertised. 

Momentous political changes 
in Eastern Europe have 
sparked commensurate inter- 
est in the West about business 
opportunities on the other side 
oS the former Wall and Cur- 
tain. If the military- minefields 
are being defused, others 
remain. 

“We must realise that adver- 
tising media in Easton coun- 
tries are m a very early stage 
of development,” says Andre 
Bernard, chairman of Initiative 
Media International, which has 
just published a report* on 
advertising outlets in East Ger- 
many. Poland, Czechoslovakia 
and Hungary. 

“They don’t even have a rate 
card as such. These prices are 
only indicative. The only way 
to get to a real price is to come 
with a chequebook.” At pres- 
ent, he implies, negotiations 
would be likely to result in a 
lower rate, although that could 
change if advertisers begin to 
compete for space. 

Any who do are probably 
playing a long game. As In 
raiina previously, most foreign 
advertisers will be “building 
images for the future.” says 
Bernard. “If it’s immediate 
sales they want, just send over 
the goods and they'll be gone 
before the advertising appears” 
- a situation which undoubt- 
edly runs foul of Hungarian 
law, which also bans compara- 
tive and “aggressive” advertis- 
ing. 

The four countries have a 
larger choice of media than 
many in the west realise - 
from outdoor pasters to spats 
on East German railway bro- 
chures. Almost all advertising 
must be paid in hard currency. 

For East Germany, West 
German media may be the best 
bet in the short-term. New pub- 
lications include the GDR’s 
first giveaway paper, distrib- 
uted by post In Potsdam, Oran- 
tenburg and Nauen near Ber- 
lin. Commercials on West 
German television reach 70 per 
wmt of East Germans. 

* Media Market Bast Europe, in 
English and German, DM200, 
'Initiative Media International, 
Postfach 103226, Burchards 
teosse 14 2000 Hamburg 4 West 
Germany. UK inquiries: Bex 
Dobinson. 01-63&3377. 



THE SRAN OF OUR SERVICES 
IS AS BROAD AS YOUR IMAGINATION. 
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Where others cross bridges when 
they come to them, we build the 
bridges. 

Imagination and expertise that, 
over more than two decades, has 
turned us into one of Europe's leading 
suppliers to the transport industry. 

Notj'ust of trailers, but also of 
tankers, trucks, ambulances, 
municipal vehicles, containers, swap 
bodies, drawbars and much more. 

We provide services which span 
eveiy aspect of safes (new and used), 
leasing (finance or operating), 
maintenance and, of course, rental. 

We have strategically placed 
branches at 79 key points in 
10 countries in Europe which help 
our clients bridge gaps with 
total confidence. 

You'll get an even broader view of 
our services by contacting us now. 


■w *■ 

, •- • • -T* 

' ... ■— ' 


Call Tony Rieger, Chief Executive, 
on (0296) 395 050. Fax (0296) 394 241 . 

Or call Roel Houwer, Continental 
Managing Director, in Amsterdam, on 
(020)461 411. Fax (020) 460 793. 
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TECHNOLOGY 

Dave Madden explains the pros and cons of marketing in-house software 

Turning programs into products 


O nce the Sklpton Bonding 
Society has finished rewrit- 
ing the software that handles 
its mortgage administration, 
it plans to recover the development 
costs by selling the marlreting rights to 
Unisys, its main h ar dw are supplier. 

This is not the first time the Skipton 
has embarked on a course which Inevi- 
tab ly le ads to some of its rivals wring 
its system, says John Goodf allow, gen- 
eral manager of administration. An ear- 
her generation of its software is sold as 
the Unisys Fi n ancial Services System 
and used by nine competitors. 

The SMpton’s approach Is part of a 
minor tradition of organisations seek- 
ing to maximise the return on their 
information technology systems by sell- 
ing them on. Goodf ellow also hints at a 
more sophisticated motive — the com- 
petitive impact of being recognised as 
an innovative IT user. 

In its most spectacular form the drive 
to commercialise computer systems has 
spawned not just products, but entire 
companies. Datasolve, DO. Istel and a 
rash of public sector spin-oBs, such as 
Warwickshire Computing and West Wil- 
tshire Information Systems, were bom 
of non-IT parents with a mission to 
exploit a wider market 
Don Eungblnt, a principle In the IT 
marketing wing of PA, the management 
consultancy, says companies are partic- 
ularly keen to offset development costs. 
It is not hard to see why. As IT takes up 
an increasing proportion of corporate 
budgets, the attraction of turning parts 
of that investment into a revenue 
stream - of turning programs into 
products - is growing too. 

This is fuelled by IT suppliers trawl- 
ing their own customer bases - and 
each other's - in pursuit of the 
"systems solutions” which will sell 
their hardware. 

Commercialising software is, how- 
ever, a complex task. Last year British 
Telecom sold its Customer Service Sys- 
tem (CSS) to Singapore Telecom for 
£L3m. CSS is a screen-based information 
system, built around a tingle CuQinet 
IDMS/R database, which lets BT opera- 
tors deal with orders, biffing and molt 
inquiries while customers are still on 
the line. Costing about £500m, it repre- 
sents the world’s biggest civil computer 
Systems development. BT sells the sys- 
tem direct and will have 200 staff work- 
ing in Singapore to install it over the 
next two years. 

Now It is one thing for BT, a technol- 
ogy-oriented concern if not primarily a 
software supplier, to market a system 
like CSS itself; but for most companies 
that would be impractical. 

The most common route to market is 
in collaboration with an IT specialist - 
a company with the requisite market- 
ing tiding and sales support 
Id has explored several of the ave- 
nues. Prime w, a chemical plant design 
system, is sold externally under licence 
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through both a Cad/Cam system sup- 
plier and an engineering company. On 
the other hand. Id sold Assassin, a 
scientific text retrieval system with a 
long commercial history, to its manag- 
ers in 1988. Id still uses Assassin 
world-wide, bnt the management 
buy-out, now trading tn Yorkshire as 
Associated Knowledge Systems (AKS), 
has sole responsibility lor selling, sup- 
porting and developing the product. 

John Liles, general manager of Id 
Industrial Software Products, says that 
while id entify in g commercial opportu- 
nities for Id software is part of his 
brief, ICI does not have a rigid policy on 
the matter and, as in the case of Assas- 
sin, the fate of a system rests with the 
individuals closest to it 

For the record, Derek Seddon. head of 
ICTs Corporate Management Services, 
is opposed to commercialising software, 
lest it "takes the eye off the main ball 
which is delivering systems for the 
business.” 

Transforming a successful Internal 
program Into something other people 
can use and would buy is a fraught and 
expensive process. Alan Benjamin, 
director of the European software house 
SEMA, wants that jnfHgf enthusiasm is 
more often than not frustrated by prac- 
tical rHfBmtHpg awrt COSL 

Eungbhxt says companies that believe 
they have a marketable program must 
ask hard questions about the potential 
market and Its profile, and about the 
software; Is it good enough? Is it main- 
tainable? What effort is required to turn 
It Into a standard commodity? 

“The trick is to identify a sufficiently 
valuable part of a market that can be 
met with the least a™«nnt of waft,” be 
says. In this context, the possibility of 
external marketing is a potent argu- 
ment for open systems mid software 
standards. Hilary Gilfoy. marketing 
manager of BIS Applied Systems, says' 


that portability, via a common hard- 
ware platform and standard operating 
system, is a critical element. 

Similarly, software design factors, 
such as a modular structure, often dic- 
tate whether a prog ra m can be sold on 
or not. It is no coincidence that the 
Skipton system is written in the Unisys 
4GL (fourth generation language) UNC. 

Gilfoy observes that increasingly BIS 
customers, particularly in the financial 
Sector, have w >mnMTrij»tii«»Hnn in whxl 
from the outset and are mmteTKrig their 
systems accordingly. An example of 
this is an fond nmwgpnwmt 

system, developed for Montague Invest- 
ment Management ft Is now marketed 

Ky BI S Banfcftw Sw timia as Fimihnaatar 

on IBM AB400 hardware and is installed 
at Barclays and Northern Trust 

•But there would be no point in atiring 
questions about -the practicalities with- 
out the prospect c i making money. 

Last year Harris Distribution, part of 
the transport group TOG, agreed to sell 
an SO LAB, a stock handling and ware- 
house management package. Frank 
Tunney, marketing director, is confi- 
dent that the system will not only 
defray costs but become a genuine reve- 
nue earner. SOLAS was written in part- 
nership withDiskus Comp u ter Services, 
an IBM s y stems house based in War- 
rington. Diskus is licensed to market it 

Phil Evans, managing director, says 
the soft w are , which cost Harris around 
£250,000, sells for between £15400 and 
£25.000. of which Harris gets 75 per 
cent Diskus’s interest is maintained by 
hardware sales and added services such 
as training and maintenance. 

Yet Harris, too, has less quantifiable 
motives. There is an element of kudos 
in marketing the system. It positions us 
as a technology d rive n company,” says 
Tunney. 

It is this perception, as much as • 
crude cotf berafit analysis, which often 


determines any internal arguments 
about commercial confidentiality. 

As EungWHt puts it, “if an atgaxrisa- 
. tton has developed a piece of software 
at the heart of its business strategy, 
there fa a genuine argument about how 
much it should let go. This can trans- 
late into a conflict of interest between 
g and th ff business. On 

occasion we have bad to establish a 
framework for assessing the strategic 
value at a system and toe competitive 
impact iff its availability." Harris can 
veto sales to direct competitors. 

According to AES’s managing direc- 
tor Robin Clough, IQ concluded that 
where similar products were already 
available, the competitive impact would 
be minimal "and we might as well take 
the money." 

The dilemma is not confined, to big 
corporatlons- Kids Unlimited, based in 
Wihntiow, manages, childcare facilities 
for the Ekes of Body Shop and Midland 
Bank. You might expect Kids, market 
leader in the growing corporate nursery 
business, to be sensitive about offerin g 
its competi to rs anything. Yet it is nego- 
tiating the marketing rights of its nurs- 
ery administration software with the 
system’s author, the Stockport software 
house Systems Workshop. - 

Stuart Pickering, managing director. 
Bays Kids believes the system - which 
integrates accounting and cfaQd. man- 
agement - gives it an administrative 
edge, but does not directly win con- 
tracts. He suspects the system's advan- 
tage may be shortlived, so “we might as 
well capitalise on it. Selling the product 
also gets our name about, ft all adds to 
to ** credibility .of the company.” 

Gilfoy remarks that her customers 
are becoming more sophisticated in 
their competitive analysis. “Increas- 
ingly people are distinguishing between 
their core activities and the products 
they market The area of perceived, 
competition is shifting from delivering 
technology to supporting products.” 

In terms iff marketing software, this 
translates into a willingness to sell 


functional mn/kk m id product ken 
while areas of customisation, of true 
competitive sensitivity, are guarded 
jealously. This holds true for the Skip- 
ton. Goodfrilow says it provides the 
core of an orange, while Unisys adds a 
customised peeL 

Eungblnt takes the argument about 
comp eti tiveness a stage further. “Posi- 
tioning yourself as a leading IT user 
can have a substantial strategic impact. 
You can. In theory, turn your competi- 
tors into followers. Often an entire 
I nfr a stru c tu re is established by the 
company that Introduces it" He cites 
Thomson Holidays and American Air- 
lines, which have driven their markets 
after their respective reserva- 

tion technologies available. 

"Striking a position like that is worth 
Infinitely more than off s etting develop- 
ment costs." be says. 


Photos over the 
plume line 

FACSIMILE machines era 
already popular for ssndteg 
text messages, but lor 
photographs the transmission 
quality la usually Inadequate. 

- This has prompted Image 
Data Corporation, of Texas, 
to develop s combined ■ 
personal computer and video 
cantore which sands aUU 
pho tog raphs from e 
camera or from teteviskxi 
pictures — using the ordinary 
telephone network. The 
Photophaas can be used wtfh 
pictures formatted using die 
European Pal television 
signalling system. 

The Imsg* token by the 
video camera, is (flgWaed and 
compressed by a ratio of 20 
to one to be sent serosa the 
phone network at a rate of 
9£QQ bits of data per second. 
An error correction system ' 
ensures (hot the picture 
arrives biffn correct form 
at tiie receiving Photophone. 

A Mack and while Image 
can be tr ansmi tted In 40 
seconds and a colour one 
In 80. 

Wlsefax Data 

Communications, of Surrey, 
one of fha UK distributors of 
Photephone, betimes the 
system will prove particularly 
effective for photographers 
sen din g newspaper pictures 
back to base. 


Counting the 
company miles 

MANAGING Hie accounts Of 
a fleet of company cars la 
usually a mishmash of 
manual log books and petrol 
station receipts. 

To help streamline Bm 
proces s , an Australian 
company has devtoed the 
saloon car equivalent of toe 
tachometer — a computerised 
gadget, IKfle bigger than a 
calculator, that keeps track 
oftiiemtiee. 

The Exec-u-log, designed 
by Automotive Electronic . 
Specialists, of Camberwell, 
Victoria, and sold in the UK 
by TruseaJ, of Orpington, 
plugs Into the car's o d ometer 
— the mechanism which 
measures the number of 
miles mi fiffiiciv ms 
travelled. The 
battery-po we red unit has a 
buflNn dock end calender 
to note the time taken to do 
Bm jo u rne y. 

The driver tape In an 
MentHy code when getting . 
Into the car, to Identtiy MmsefT 
or heroeti. Than at the end - 
of timjeuroey, ti»e wpek or- 
Im month, the£xec-u-fc>g is 
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undipped fromthe dashboard 
and the data downloaded to 
a printer, so that toe accounts 
manager can balance toe 


Power play for 
middle managers 

EXECUTIVE Information 
systems (EISs) are proving 
a mi snom er. Instead of 
appearing In the offices of . 
top executives, they are 
finding a home on the desks, 
of mldkfle managers eager 
to analyse what Is happening 
vrifhto the company. 

With this Is mind, the 
Canadian computer company 
Cognos, of Ottawa, has 
designed a system for the 
middle echelons. Uke EISs, 
PowerPtey extracts data from 
the company’s web of i nter m it 
computer systems. But tt does 
not giro access to external 
data - share prices, on-line 
data b ases and to on. 

As a result, PawerPfay Is 
considerably cheaper than - 
an OB, costing around £2,0 00 
for toe software, phi* the cost 
of a PC and consultancy fees. 

Uke an EtS, PowsrPtay 
aRoars managers to use a • 
mouse to “drill down” 
through layers of Information 
to zoom in on relevant facts. 


A squeeze on 
alcohol 

CAR-DRIVING beer 
aficionados may ba Interested 
In the latest low alcohol 
he esrage which p reser v os 
the Manorial teste without 
I mp a irin g driving capabUHlee. 
— tow alcohol brown ale. 

Brewed by the traditional 
Cambridgeshire brewer,; 
Etgood A Sons, of Wisbech, 
the brown ate Is relieved of 
Its alcohol bye process 
cafled re v ere s oeraosta-fMosi 
low. al cohol b s a re ere made: . 


by vacuum distillation-) 

The beer, which starts off 
wtth a torse per cent alcohol 
content, Is forced at pressure 
against a membrane. Most 
of toe alcohol Is squeezed 
through, having less ftsn 
; one per cent bt toe boor. 

Electronic news 

from the FT 

an ON-UNE prices and news 
service has been launched 
by the Financial Times 
Statistics Service, FInsfst, 
writes Clive Cookaon. 

FT Flrstosae combines a 
dozen real-time data sources, 
providing equity, options, 
bonds, futures and foreign 
exchange prices, with (he 
FT’S financial analysis. 

Other e le c t ronic financial 
Inf o rm ati on Sendees, such 

as Reuters and Tolerate, were 

designed primarily tor deafer* 
end require dedicated 
terminals. The less expensive 
Fkstbese Is Inte n de d mainly 
for analysts in stodAroklng, 
fund management and 
corporate boardroom 
environments. 

It uses a single leased line 
and modem to Onk into the 
customer’s existing PC 
network. .... 
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Folding spoon 
takes off 

WHILE Uri GeOer can 
apparently bend spoons Just 
by thinking, a Nor we gian 
comp an y has reinvented the 

teaspoon, writes' Lynton 
McLain. 

Dynoplsst, of StfoentaLhas 
come tip with a folding spoon, 
(tinged In tire centra, which - 
Can m teslde a teacup. The 
design Is expected to save 
SAS, the Scandinavian airline, 
OKr 700,080 a year (£84,000) 
torough the scrapping of food 
boxes. 

Because! Denmark has 
some of the shor te st air 
routes fan Europe, SAS has 
only 10 minutes to serve 
coffee end ttiscolts. The Rems 
used , to be In a bulky box. ' 

From next month ail items, 
win be In a 5 cm high, 7% 

. cm wide cup. cabin staff will 
he able to cany. 40 of then 
at a time, compared wHh only 
bad that number of boxes- 
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LWTs SUPPORT RESEARCH 
ON BUSINESS PEOPLE 
CONDUCTED BY IRL (NOP) 
STARTS 20th MARCH 1990 

A sample of London business people 
will be questioned daily over the 4 week 
period commencing 20th March 1990. 
Information will be collected on many 
subjects including: 

■ Media Usage: TV Radio, Newspapers 
and Magazines 

■ Lifestyles and Activities 

■ Attitudes and Opinions on 
Commercial Issues 

■ Product Usage and Brand Awareness. 

You can participate and ask questions 
of direct interest to you for just £2,000. 

Contact Bernard Bennett on 01-261 
3268 at LWT South Bank TV Centre, 
London SE1 9IXC 

Or Peter Barton on 01-379 5181 at 
Interactive Research, Tbwer House, 
Southampton Street, London WC2E 7HM 


THE C OMPUTER 
INDUSTRY 


The Financial Times proposes to 
publish this survey on: 

20th April 1990 

For a full editorial synopsis and 
advertisement details, please contact: 

Meyrick Simmonds 
on 01-873 4540 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 
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Higher return on your Investment 


Jyske Bankk Invest-Loan allows you to invest up to 

four times your own deposit, winch could increase 

the re t u r n on your capitaL You borrow in a low- 

inieresl currency and invest the total amount in t s 

high-interest currencies. 

Despite exchange-rate fluctuations at the 
end of 1989, the Invest-Loan produced a 

better return than alternative currency 

investment opportunities. But the re- 

turn on you r investment does depend 
on swings in the worldfc foreign- 

exchange markets. 

You should not be financially 

dependent on the yields of the 

Invest-Loan, as you might, at 

worse, suffer a loss. The 
lnvest-Loan is a long-term 
investment 
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l i \ed- Term Acco unis 


You can choose between 14 
different types of fixed- 
term account in various 
currencies. 

You will enjoy tte following: 

• no tax liabiijiiy in Denmark 
• kw charges 
P favourable exchange rates 
• professional service 
JPysbe Bank is one of Denmark* lar- 
gest banks with customers ail over the 
wokL 
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■Jyskc Bank, 

Private Banking (lntcnatknW) 

VeflofarogafeV. 

DK-1SDI Copenhagen V, 
Denmark. 

TeU *45 31 212*22 


Member of TSA-/ . | 


V P1ACRDQMENC 

NOTICE IS HEREBY GIVEN that a. 
regular quarterly dMdend, being 
Dividend No. 11 otsaven and emo- 
tion cents (Tb cents) Canadian 
per Common Ours, has boon (fe- 
ttered payable on Match 26, 1890 
to aharaholdera of record at the 
cfoee of business on March 9, 
1990. 

Shareholders wflh atte eoae e In 
the United Statue or AustraBa vriH 
be paid Um equivalent amount in 
the currency of the respective 
country: 

BY ORO&? OF THE BOARD 
•Mm A Ectondey 
S e cr etary 

February 2f, tt» 


ITALY 


The Financial Times 
proposes to publish 
this survey on: 

17th April 1990 

For a full editorial 
synopsis and 
advertisement details, 
please contact: . 

Henry Krzymuski 
on 01-873 3699 
qr - 

Xindsay Sheppard . 
on 01-873 3225 

or write to them at 

Number One 
Southwark Bridge 
London. - 
SE19HL 

or contact in Italy: 

-Dr. Daniele BLei 
Studio Blei S.p.a. 
Via degli 
Ardmboldi 5 
20123 Milano, 
Italy 

Tel: 890 0318, Fax: 
877 806, Telex; 
334186 
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THE COMPUTER. MARKETPLACE 



SPACE 



SAVING 

COMPUTER TERMINAL . 
.. . FROM . 


COV1PUTBRS 

0959 71933 - 


UNIX* CONSULTANTS ■- - 1 

SOFTWARE HOUSES 
. Speed Customized Business Systems 
By Using A Developed 4GL Business. . 
Package 

operating on a proplrietory RDBMS 
“Unix is a trademark of AT&T, Write Box F9576, Financial 
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; liver Stone’# Bom On . The 
Fourth OFJuly ■ baa been 
hailed as * frp nWiiwta Viet- 
nam movie. Homing In more 
on the tot's dbmestfc aftermath tb^r 
its on-site horrors. Stone’s film’ 
belongs to tin same cycle m in Coun- 
try ana Welcome Bom. Bat unlike 
them it stretchas its ftesco of Ameri- 
can. disillusionment,. across two 
decades: front the chtorisading dawn 
of JFK (“We wfflpayanyprice.. 
to the crimson twfltght of anti-war 
protest, viaa brteCfterynoan. in the 

war Itself. 

At 2 ‘A hours,- this Isa km&.ambt. 
tioas movie. It is also loud, rhetorical 
and exasp ara l ln gly erode. Stone co- 
wrote the screenplay with- crippled 
Vietnam, veteran . Bon Kovic, whose 
Btory is the film’s. Our fcera played 
with aQ-Aniericen bravado oy Tom 
Cruise, progresses from callow jingo- 
ism to ™npnj| t iiarlfi«ffl via the «>iry*; 
of wax. Stopped by si bullet in Viet- 
nam. he .returns home .wounded and 
paralysed. Then, as the bandages 
which have bold his patriotism in 
place fall uway.he joins the anti-war 
movement. Be rages on peace plat- 
forms, rows with Us Commie-bating 
Mum and ends as a wbeejchaired hero 
battling fortrath. Jnsticeand the pre- 
LBJ American way. 

Good intentions flap like a ghostly 
flag across ev ery frame, just as the 
stars-and-stripes do across Cruise's 
face in the film’s poster. But asin 
Platoon, QtiverSUme seems unable to 
craft a wartime morality drama 
except in crudest coloiirs. Where the 
earlier fQmbada Good Sergeant and 
Evil Sergeant battling for the hero's 
loyalty., this .film <faHgh*a In double-, 
choice Mantehetem at ev ery turn. The 
film's Kovic has a rdce Pop and a 
nasty (or soewedup) Mom. When he 
leaves bis home town, it is a Capra- 
like dream; when be returns, it Is 
burgeoning with burger bars (tsk tsk). 
When he stays at a sort of forces’ 
brothel on the Mexican coast, the 
place begins as ParaiBse but turns 
into Hell, with fellow vet Willem 
Dafoe as a soared spitting Mephis- 

topheles. 

Above aQ. neither the herd nor the 
film see any way of confronting the 
vfetnam experience except in crudest 
“before" and “after" terms. Before: 
unquestioning -loyalty to the anti- 
communist crusade. After: total rejec- 
tion of that crusade and its bloody 
fr"Ff* on a ge ne ration. 

Throughout the movie, truth gets 


BOR# ON TBRFOURTH OF 
JULY ■ ■ 

. ' Ofiver Stone 

glory ' 

• . ..Edward Zwick . 

DANCIN’ THRU THED AR£. 
- < Mike Ockreut . . 

TROP BELLE POUR TOI : 
Bednndffier- 

THE HOUSE OF BERNARD A 

v\ ■■■: alba.. 

Mario Caro* . 


mugged by rhetoric. I 
my^lfwby I was nnmoved by scenes 
bke Rovlc's agonies in the veterans’ 
; hospital (complete with physical arid 
fl m wntiw detail ngmr snrwgn hefnraV 

dr by his wheetohalred panic when 
police swoop on Chicago crowds in a 
1968 demo; or evra by the war scenes 
themselves, shot in a yellowy nlgta 
maze haze the adonr of nausea. . 

: I - know why- .1 was - unmoved: 
-because the film was kniitiw » gon to 
my head telling me.to be moved, di- 
ver' Stone believes in the bank hold-up 
method of getting an audience 


an emotion, or to’ pass it 
through the teller's Window because 
you have earned it and stored in your 
account. Just wave the weapons of 
menace- and- overstatement mid you 
will get the loot. <$6Qm worth of it so 
far at the US box office.) 

You do. not find pools of shit and 
mine enough to convey the squalor of 
a Bronx veterans' hospital? Then 
-throw in rats. The audience might not 
: twig to tbetragic inmy of a veterans' 

- parade (the agony beneath the hero's 
smile)? Then throw in a cktseup of a ' 
frowning circus clown in the crowd. - 

in mwthBr movie by another direo- 
•. tor. Tun Cruise might have suggested 
the soul beneath the skin of Kovic. Be 
does here on the few occasions Stone 
allows him to understate an emotion. 
But like the film itself he is too often 
just sound, fury and state-of-theart 
cosmetics. 

This is the movie many critics hove 
welcomed as a wwhy of age for Hol- 
lywood's treatment' of Vietnam. But 
that treatment will never grow up 
until ft grows oat of setting up simple 


proMems and curing them with sim- 
plesolutlons . Bern On The Fourth Of 
July is a postage-stamp story - boy 
-su p port s war, boy fights war, boy Is 
wounded,- bqy (alter a Httte prompt- 
ing) banes war - which comes on as' 
if it were Gbt terdamme rung and the 
Bayeux tapestry rolled into one. 

Glory is another war film drawn from 
a veteran's memoirs, and abetter one. 
Robert Gould Shaw kept a diary of bis 
Civil War experiences, which induded 
tim command of the first all-biack reg- 
iment to fight for the North: the Mas- - 
sachusetts 54th. 

Sb&wdied intxrttle after uojnnteer- 
'tag -M b men for -a suteida an a 

Confed er a te fertln fact Shaw, not to 
refine' the point, was probably more of 
a crackpot than actor Matthew Brod- 
erick suggests. But he suggests just 
about enough- The fesdnation of 
Glory , . directed by Edward Zwiek as if 
to make up for Ids only previous con- 
viction, the. brat-pack atrocity About 
Last Night, lies in the sight of a throt- 
tled, nervous WASP officer trying to 
square-bash into shape a hundred 

tpyrly' jfa wnpririg Marinf 

’ Three of these are pushed to the - 
foreground by Kevin Jarre’s script, 
though more as stock characters 
(noble savage division) than as 
human beings: the honest rebel 
against authority (Denzel Washing- 
ton), the bespectacled young book- 
worm, the grey-haired wiseacre (Mor- 
gan Freeman). 

The film fixes up whenever Broder- 
ick — unab le to posh his wen ftitn 
battle because his COs feel front-line 
duty is a white man’sjob - has to 
control the wiwt rwt War on Ids own 
doorstep. Win the blacks desert/mu- 
tiny/ffght amongst themselves? Delete 
the fa qppHfMhTfl 

Finally, tim battle, call comes; the 
angelic choira sing; the “64th” 
charges; and the action climax, 
though ritualised and even a touch 

«wiHini>nfatHii«ri J in -mini s moving than 

anything in Born On Tbs Fourth Of 
Juki- Why? Be ca use we have c o m e to 
behave in this stumbhimm white offi- 1 
cer who luw bintwi WwinW tn a cargo 
of human dynamite; a mare curious, 

Wimppiling flgare tlMW stimtfutain of 

American -manhood prog r a mm ed for 

iHonlngirfll ti ni mfl giir wH iWl- . 

----- • - . 

“Are you a pMBatfatf? asks the giri. 
“No, Cm a Roman Catholic” replies 
the boy. Yea, we are intfae Liverpool 
of writer Willy Russell. « place 



*Bom on the Fourth of July * Tom Cruise as Ron Kovic 


entirely populated by the Merseyside 
branch of the Mslapr op family. 

Fresh from Shirley Valentine the 
movie, Russell now pens Dancin' 
Thru The. Dark, the film of the 
stage adaptation of the TV play 
(first called Stags And Hem X And 
thoroughly entertaining It is. On 
wadding eve, a prospective bride and 
groom each get together with their 
same-sex pals for a final rave-up. 
Only problem: they run into each 
other at the same raucous, strobe-lit 
niterie. Only other problem: she 
meets an old flame, now singing with 
tfw twwt fainww hand appearing at 
the 

Film’s only problem: it is co-ftmded 
by tbe BBC ^ fy»fcwtt d ir ects 
as if caught in a tug of war between 
large-screen *wd small ecreen values. 
(Some drably-lit exteriors, much 
talking-heads ndae-enecene.) But let 
us not carp. The talk is good and the 
heads are funny and idiosyncratic; 
especially the girls, who betmve like 
rhawpapwi bottles uncorked after a 
shaking-up. In a barely-known cast 
Claire Hackett Juba Deakln «fa»nii 
out as doubting bride and stork- 
shaped, spiteful hen-leader respec- 
tively. 


ff anyone ever says to you “Crisis? 
What crisis?" about the trans-Channel 
European ctnamn today, please point 
or even drag that person to tether of 
this week’s ordeals by subtitle. 

Drop Belle Four Ted is an arthritic 
black comedy from Bertrand (Tame 
De Bonds) slier, France's self-ap- 
pointed ans wer to Luis BunueL Bun- 
npi might have mad« ft meal — or at 
least a rnfflefeuille — of thi« multi- 
layer expectation-twister about a man 
(Gerard Depardieu) who deserts a gor- 
geous wife (Carole Bouquet) for a 
plain and dumpy mistress (Josiane 
BalaskoX Biter makes a grey, preten- 
tious salon comedy, in which every 
audience gasp of shock or surprise is 
so engineered it is Ska attending a 
masterclass on bow to epater Is bour- 
geoisie. 

Mario Camus's The House Of Ben- 
narda Alba shows that rigor mortis is 
alive well in fipamiah cin- 

ema. This is 104 mtmitffB of serve-it- 
on-the-elab Lozca, stiff ^ witii theatrical- 
ity and in a print so scratchy it seems 
to have been attacked by a cat My 
sympathies -are entirely with the cat. 


Nigel Andrews 
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FESTIVAL HALL 

On Tuesday nie^d the LPO had 
two Russian guests, the con- 
ductor ^ Valery Gergiev, now . 
Artistic Director of tiw Ktrov 
Theatre, and tim pianist Alex- 
ander Toradze, who defected in - 
1983 and now itves in'Manhat- 
tan. They seemed to get bn per- 
fectly well: how quickly tiling 
have changed! 

The freshest and most inter- 
esting part .of the programme, 
however. wb b_ - somew hat 
improbably - drawn from the 
works, of Anatol Liadov. He 
preceded Stravinsky as a prize 
pupil o£ Bhnsky-Korsakov, and 
is now chiefly remembered for 
having foiled to write a Fire- 
bird for Diaghflev on time, 
thus bequeathing a golden 
oppammity to bis junior. Ger- 
giev chose to play three of his 
Ingenious little tone-poems, 
Kikimora, The Enchanted Lake 
<mi BaborYaaai none of them 
exactly unfamiliar here, but 
rarely performed with such 
winning subtlety. 

Rightly, Gergiev took care 
not to inflate any of them, but 
even in pianissimo kept their 
quirkily original colours 
bright 77« Enchanted Lake, in 
particular, can seem a tepid 
puddle; here it was revealed as 
a. fascinating Impressionist 
study. Among the witty ideas 
in Kikimora mere are caden ces 
which echo the (earlier) Sor- 
cerer’s Apprentice of Dukas: 
can Liadov have known it? 


Baba-Yaga took off briskly and 
rocketed atone; as required. tHI 
Ww> Ami Ham- Gergiev 

one regret very much that Da* 
d ov didn 't pnU himself 
together more often. : ■ • • 

In the E-flat Concerto of 
UszL-Taradze made a brave 
beginning - big, resmunt tone 
(but not forced), fine attack, 
qualified only by a generous 
sprinkling of flnger-sHps. The 
performance as a whole was 
strong but fofady sober, without 
specially mtenorable individual 
touches, end a little Bhort of 
trdde quicksilver in the latter 


One would like to hear 
Toradze in something more 
musically demanding: not that 
there aren’t mnsiraii demands 
In tins Liszt, but it's an open 
secret that personality, along 
with expert fingers, is what 
makes it work best 
After the interval, it took 
some time for the LPO to get 
into proper form for Chaikov- 
sky's Fourth Symphony. In the 
first two movements, the 
acco mpan ying figures and the 
chording sounded tentative. - 
as if the orchestra perhaps 
wanted more definite guidance 
than Gergiev assumed to be 
necessary. By the Finale, 
agreement had been reached 
about a common purpose, and 
a blase was duly fa n ne d. 

David Murray 


Opera at the juilliard and M anhattan 


Benjamin Fleischmann's - opera. 
BothsMlcFs VhtUn, which throe years ago 
Max JLoppert hailed in these pages as "a 
ftilly flawed small masterpiece,” 1ms: just _ 
bad its American pnani&re: given by the 
Juilliard School in a double fin with Tbs 
Seven Deadly Sins, Fleischmanu. was a stn. 
dent of Shostakovich at the Leningrad.. 
Conservatory. He was-kQled tn 1341, aged 
28, in the defence of Leningrad. Before - 
joining the People’s Volunteer Guard, be 
had completed the piano score of Roths- 
child’s Violin, his only surviving work, and 
had scored, we are told, perhaps a third of 
it. Shostakovich completed the crchestra- 
tkm. There was a radio performance in 
1962, a Leningrad prodocthm in 1968, and a - 
Mefodya recording In 1988L 
The source is tim Chekhov tala. The 
protagonist is Jakob Ivanov, village cof- 
fin-maker »nri occasional guest ftMter in a 
klflzmgr band. He is TO years old, avari- 
cious, harsh. Joyless. Rothschild ia the 
hand's flutist, “a red-haired, emaciated 
Jew? there is a pungent scene in which - 
Jakob drives the ^greasy, garitostinking 
Yid" from Ms bouse and jeering urchins 
end village dogs tefc» up the <*«»- 
Martha, Jakob's worn-out wife, dies bab- 
bling o* a day betide the river when they 
were young and of their baby gid who 
died - and whom he has quite forgotten. 
He TnaVfl p a «rftm br Martha, resenting 
work that will bring him no rewards; 
revisits the river and that night, playing 
his ftd«n» from time to *frn« fan* to think- 
ing: why has he “spent all Ms life cursing, 
bellowing, threatening people with his 
fists, fflrtreating his wife? And what, oh 
what, was the point of scaring and insult- 
ing that Jew just now?” What a waste! 
How nn profltafr l te He faces his own death 
calmly, and bequeaths bis fiddle to Rotha- 


«4iM, who music an it Hm* moves 
adl boats. A smsll tragic tale; touched at 
the last by grace. 

- FWsriunanq reduced tim .text to a short 
Hhretto imd then Poured musk: into it: the 
band’s performances, Martha's brief, pot. 
gMnt aria, ^ rime; and ezpanatveness 
. onlyat^ie_sto90. ns Jakob’s lyrical mono. 


t pauses into a long, swelling violin 
solo. The score is Ghakhovian in its con- 
trol, its economy, its calmly ruthless 
“objecti vity" that does not conceal com- 
panion, its poetry without sentimentality. 
The music, harmonically, melodlcally 
(and, of coarse, toatnrnientafly), is Shosta- 
kovifh-flke tat with a flavour of its own — 
without the exagg e rated quality of the 
mastec's- dramatic works. A pungent and 
poignant week. 

The JuflUard performance was essayed 
I n Ru ssian: s useful exercise for the stu- 
dents, no doubt, but diminishing to dra- 
matic effectiveness. The orchestral 
playfng, under Bruno Ferrandls, was very 
good, but otherwise the merits of the 
opera had to be deduced rather than 
observed. Valentin Peytchlnov, a JuflUard 
Opera Can t e r Young Artist who has sung 
such rides as MephZstopheles and Don Bas- 
Ilio in his native Bulgaria, seemed to 
regard Jakob as a juvenile romantic lead; 
he sang confidently but unimaginatively, 
in a kmd. Imprecise bass. Susan Toth Shaf- 
erV Martha was better; Charles Work- 
man’s Rothschild was excellent 

Christopher Mattaliano’s production 
lacked definition. Allen Moyer's set 
seemed too open and too elaborate, but its 
basic structure then housed an exception- 
ally elegant yet potent performance of The 
Seven Deadly Sms, crisply and intelli- 
gently produced by Mattallano, vividly 
conducted by Ferrandls and neatly chareo- 


graphed by Jennifer *fnikw Biygm Rosen- 
baum, a Pfrmfaa. was the tinging Aram, 
R ii f H w w » atmm de Turenne the ibmting 
Anna, gleomingly partnered by Dylan 
Newcomb and Jas6 Almonte as tbe vari- 
ous men in her odyssey. Only complaint 
the ch oice of the Ftengold rather than 
the AudehXaHmxn * - 

The JuilBazd’s next production win be 
of Hugh the Drover. The Manhattan 
School's latest produ ct ion was of The 
BakeTs Progress - mistin g from the Met 
for 36 seasons and from the Gftv Opera for 
two. Staged by I/mis Gal te rio, designed by 
Miguel Romero, fit by Jackie Manasee and 
conducted by Louis Salemno, it was 
among the best of tbe many Bakes I have 
seen. Blghte en th oeutniy London, 1951 
Stravinsky and Auden and c ontem por a ry 
New York were held in witty equilibrium. 
The only c iichd Nidi mnrfUhrw»«i win « 
black-suited chorus's donning of dark 
glasses; at least there were no wheel- 
chairs, television screens, rows of beds 
onstage. All was fresh, imaginative , 
attractive and thoroughly musical. The 
swirHng smoke of the brothel scene lin- 
gered on to became country mists wratth- 
zng Ann's arte, and the dodriSce became a 
moan. The moon became a magic clock 
again in tbe cemetery scene when, stroke 
by stroke, Tom’s fate is derided. 

A Bak e with ringers scarce rider than 

if the sin ger s are*goodL Lei^Adoff and 
Christian Fletcher, the Anne and the Tom, 
were good, and so Indeed were nearly all 
the ringers. I saw the show twice, for after 
the loud, empty pomp of so many Met 

p iunffaNN 0 *, p n i N iim hwh TTkw thfw ran 

renew one's belief in opera. 

Andrew Porter 
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EXHIBITIONS 

low elfin 

The Tate GaBay. The entire 

permanent collfcHoo has been 
rtinmg so th at the visitor may 

DOW take a »y* n w»l fill-jilt 

through the newly restored gal- 
kziea, frmn 16 th century British 

painting through to tha the most 
recent of modern intfT national 
art, a ia a curatorial triumph. 

The Tate Gallery. Joseph Wright 
cf Derby - a full study of the 
work of one of England's most 
distinctive painters of the 18th 
cent ury, yet one, Hka Us dose 
c on te mp or ar y George Stubbs, 
too often dismissed as a mere 
{BoviodriL DsSy until April SB, 

except Bank Hobdays; sponsored . 

by H» British Land Company. 

Die BarWcan. Scottish Art Snce 
1800 - a brisk and effective cete- 
bratton at what haa al waya been 
a most vigorous and distinctive 
uatiraml school, yet one which 

has for Car too long been not so 

m uch underrated as undeik- 
nown in the ajpthgn Kingdom . 

Thav are still gaps and ovw> 

transitions, but the show 
nevertheless makes tx paint very 
weJL Daily until April 16; spon- 
sored by Flemings. 

Dm Royal Actdcssfr Praxis Kals 
- the great retro sgect lv a . 
already shown in Washington 

and doe to go on to Haadem, 

of the work of one of the greatest 

ptintws of the 17th century 
Batch acbonL Mastw of the pav 
txtit, he was a& hut foegottan 
focan years after hisi death in 
136k and he remains an enig- 
numcaiti controversial figure. 
Cntfl April 8. 


nmiMia 1 work, miniatures, ceram- 
ics nrtf i iwtiiHB recalls e* 
Wrfandoor of the reign of Sotiman 

“the shadow of god on earth", 
whose Ottoman Empire stretched 
in the 16th century from tbe Can* 
casus to the gates of Vienna and 
from Algeria to tits Persian GulL 
Closed The, Wed late dating, 
ends May 14 (42896410). 

Instttnt du Monde Arabs. Egypt- 
Egypt. An exhibition of 25 chef- 
<ro«gvres. Including the most 
recent finds, starts witii statues 
■mi bas-reliefs dating from the 
mkldle ^npire, contizmes witii 

oKtairis ^hsme demente^ 
of Ramau art and Coptic icons 
and concludes with Islamic 
exhibits. 1, roedes Fusseagaint- 
Ttoma w l (rinaart Mm), gralliy 
March 18 (4061383$). 

Muses fQwy. The F rag m ente d 


CtoadPalals. Soliman Le Magnt 
Hque. A treas ure teov s of goMr 


or the incomptete body form the 
leading strand of an exhlMtion- 
beginnmgwtih ex-votes and rsh- 
quarlre and culminating in a 
oefebration of Degas, BourdeDe;' 
MriBri and repedaDy of Rodin 
nrfth Ida l wi rf a dy Niwltinn from 
realistic to abstract sculpture. 
Ends June X dosed Mon, 
entrance Qua! Anatole France 
(40494814). 

Centra Geazges Fonq^dod. Psvd 
Nftriatevttch JRonov. a soMtary- 

figure Of Wiwtiwn 

avaatgnde, be refutes cnbism 
and futurism as contrary to 
nature’s — »na art's — organic 
devdogmaL “Every atom” of 
tbs ratface of tbe 60 p a inting s 
and 150 drawings is given Intense 
attention and basks fn tbe light 
of idyllic batrotaw in creel con- 
trast to his own destiny. Closed 
Tue, ends April 30 (42771333). 


AidtaOkfobAlQravra 
Grand Sablon. commemorates 
Belgium’s shortlived dsriaratian 
of independence front tixe Aus- 
trian a™! hm> g ubseq urat 

power straggle between France - 
and Austria for control of Bel- 
gium. DsOy, rinsed Sunday, rads 
81 March. 

Musees Royanx D»Att et lFffis- 

txdre. *nn» Wntewa nf thn B—h w 
Talarvfa % portTaHy itH riil wrBrt 
fn tfrfa mhthffimi nf phntngrBp ha 
and artifacts. Closed Monday 
*md« April flflj 

MBan 

CasteDo g oraes co . Henry Moore 
r et rospective. 49 sculpt u res car- 
ering the years 1838-1988, toe - 
larger of which are seen to excel. 

lent effect in the courtyard of 

the 16 th century castle, while 
the smaller bronzes, preparatory 
studies and drawings are dmm 
inside, in the beauttftiHy at Sals 
Viscontear Ends MarchS. 

Madrid 

Centro de Arte pdm Sofia. ■ ' 
Antonio Sauza. TD.wuriss by the 
Spanish artist painted between 
1966 and Z9SL Ends March 19. 
Pslacio de Velazuuex. Ait to 
Lata America. The mddhttlon 
analysestbesourceaaQddevri- 
opent of art in Central and 
South America, from the wars 

present day. Bwte lfordiL 

W m A Hnw J rmn Bleirli. Tim 

Woodng c ol lection of works by 
OdDonRedon. Avery complete 
oxMMttoa consisting of some 
lfiO works in v ariou s media, flha- 

fniMfig ihft flifiBTffl t MDGCtS nf- 

the Frandi symbolist painter's 
work. Ends April L 


i dri Prado. Fallowing the 
WbMt miwmM Vria m ne ntfli - 

hfom- at the BfiBtro^^£ti» 
Prado is now boot to the largest 
show to date of weeks by the 


of the 80 paintings at tbe i 
tion belong to ti» Prado, tbe rest 
have bem borrowed from various 
coflectiuns around the worid. 
and in soma caass are being 
tiwwu in Spain for the first time. 
Bnds March 15. 


Palacio TteL Baroque Fainting 

in MwHhwi i Wmi Tfal/v . 


tixty 17th craxtury works ! 

fry tn S pain jmd ftefy Vrfp M tvas, 

Murillo, Rub en s, Van Py^Clau- 
dio CoeSo, Testa, Cavalbno are 
but imne of the great artiste 
whose worics can he admired. 
Ends March. 80. . . 


fnaririh gi ~ gbiroiiuTI 
Ian Hamilton Finlay with works 

freon flie Fremrii Bnvdntian. Tsn 


farlmWw g nfle& end 40 graphic 
works are ourfiow until Peb 28. 

Munich . 

gl ftiH p ja fiakH* fpi T AwliaA. 

bans. The most complete retro- 

spertivB ritbe expregtioutet 
pwhrt flrKariSriimdfrRotlluff 
to date with ahnoat 830 works 
from 70 private and public colteo- 
ttons. After the Kirdmar and 
He^elaxhlbitlons, this ia the 
fhird significant protect from 
one of the founding membere 
of the group. S chmidt - 

Rottioff, who died fa Bexta in 
1978 , was strongly attacked dur- 
ing the Nazi years. 


.Mare Chagall 
(1889-1985). Who died In 3885 waa 
one of the most potular artiste 
of tiie 20th c entu ry. Around 106 
of this wosks, not shown in pub- 
lic before are to be only seen 
in Mainz unto April 22. The 
nnnurbrH wuta 'wk m n, pestde 
and paintings present themes 
of the did te s te m e ad. 

New York 

New Tori Pnfc&e LOnry. More 
than 128documnds of the Abott* 

Hnntat Unmnw nt, f yTnrfhty piKh- 

fographa, letters and rare books, . 
dUjday ti» spirit and drive of 
the long effort to free the staves. 
Ends Sept 15. 

Cite far T i i Imif fL—l 

porery Arts. Lergeecafe wotks 

tn -nmdni «nit w inmn —4 riwr t 

coal by SLyearridBri^ artist 
David OQphant, Is the first of 
a series of four shows of young 
British artiste rioted for tids 
new, wen-received ata institu- 
tion. Ends Aprils. 

Hnsenmaf Modern Art. In its' 
serious, tiaorengh way the 
museum gives ns verrion cf the 
history of photography, showing 
off earS« tmagedevekping teta- 
niques along with 273 ptato- ■ 
graphs. Ends May 29. 


Wqshluyt o u 

National GaH«y. BigbSghting 
this decade's renewed interest 
in pdntroaking in America, the 
loo mints comprise a special 
erizibtt borrowed from tbe coQao. 
tkm cf Joshua P. Shdth, among 
them works from major content 
porary artiste tnrinrltng Jasper 


Jrims, Richard Dfobrakoro and 
Alex Katz. Ends April 8.- 


Wdw^ f il g lM'tel JT. The 
Land of Uncaln does tte most 
fcmn Bi ritt m n p gQ Qd tn Sm 8Zhi- 

Ution A House ZXrided. America 
In the Age of Lincoln, with docu- 

nwmta mnnwmtna g anJ nwra nmit 

flfftwte of the Great Emancipator. 

Tokyo 


.Mission to 
Rome, in the early 17th century 
a feudal lord from northern 
Japan despatched a mterion to 
theFnpeaskingChrlstianmte- 
. rionaries to come to Japan. This 

fogrtnfiHng ri n fii me r iji 

the faQnre of tiw ddegation and 
thB subeequent ban cm Christian- 
ity tiiat was to last over 200 
yesra. Ooeed Tneeday. 

Trien ttasemn. German Ranun- 

Hna Loan ftdHMHnn firm TVi». 

sehkuf- stronger <mmid-l3th 
century academic painters than 
on visionaries such as Friedrich 
and Bocfclin. This museum is 
a former palace and has a superb 
art deco interior and a pleasant 
resden for Strolling in. Closed 
Wednesday. 

EdfiBrftBtt 

of Japan. Second part off a cam- 
prehenslve exhibition devoted 
to motor pfecea from the 
mnsram's own vast callBctkm. 

Japan Folk Crafts Museum. 
Woodblock prints by Shlko 
Munakata, a pioneer of the arts 
and crafts movement tn Japan. 
Tha -museum, in old fermhouae 
b UllcHng S. *« ■ tjaamrehnnse 

rf the tntttand arte. Gloeed 


Bus Stop 

LYRIC THEATRE 

Would Jerry Hall wear her hair 
down, all of it? Or would she 
have a shorter, 1950s hair-do. 
like Monroe’s in the movie? 
The first-night audience was 
on tenterhooks. For West End 
coiffeur-spotters, it was the 
biggest issue since Charlton 
Heston in A Man for All Sea- 
sons. She entered Grace's Din- 
ner. The blonde hair flowed. 
Down to her hips, Jerry was 
Jerry. 

Jerry is playing, in her West 
End debut, the tank-town 
“ebantoose" Cherie in William 
Inge's 1955 Kansas comedy Bus 
Stop. But she has the wrong 
kind of It Her glamour is too 
hothouse. Item by item - legs, 
fishnet tights, scarlet garter, 
doe eyes, pouting lips, Dolly 
Paxton accent - she's fine, 
but ... she shunts correctly 
round tbe role as if success- 
folly manoeuvering an obstacle 
course. It’s Like Twiggy playing 
Eliza -Doolittle.. - .even as 
you're watching, you long 
Instead to hear her being inter- 
viewed about it afterwards. 

Each pose is impressive - 
but each is a pose. Monroe was 
delicious as lrirwt of dumb 
blonde because of that natural 
purring energy and her dash of 
caricature. Every so often, 
when Hall wields a long aristo- 
cratic eyebrow, she suggests 
she’s an Intelligent woman 
who’s just playing charades. 
The best fun of the evening is 
her terrible efn efi n c r of **niat 
Old Black Magfc"hut isn’t it 
also too terrible to be real? 
And her glamour overpowers 
Shaun Cassidy - also new to 
the West End - who plays the 
Montana cowboy Beau Decker 
without enough true grit He 
Ty re the ri ght rinryh char m - 
but the soft centre shows two 


acts before it should. 

The best acting is around the 
edges of the stage- David 
Healy, though sometimes 
vocally subdued, rings some 
poignancy from Dr Gerald 
Lyman, divided between giri- 
seductlon and self-hate, Shake- 
speare and Scotch. Pippa Hen- 
chley, a willing diner waitress 
Juliet to Lyman’s unlikely 
Romeo, made the wet-behind- 
the-ears Elma Duckworth, 
touching. As Beau's cowboy 
comrade, Virgil Blessing, 
Stuart MiiHg an has convincing 
force. He alone conveys a real 
life lived outside Grace’s diner, 
Tim Goodcbfld's set was per- 
fect right down to the sugar- 
cellars on the checked table 
doth arid the stags' heads on 
the wall. The production, 
which comes from the Palace 
Theatre, Watford, needs more 
variety of pace; and the big 
fight was very obviously cho- 
reographed. It was hard to tea 
whether Phil Oesterman’s 
direction was mainly occupied 
in poshing the two stars uphill 
like a boulder or In keeping 
everything else modest and 
cosy around them 
Is Bus Stop worth reviving? 
Without character playing 
more expert at the centre, it 
looks mighty creaky. The diner 
does keep starting to find a 
kind of reality. Some people 
stay and others pass through 
town. As people sketch in odd 
threads of their lives while 
Country and Western songs 
drone away in the background, 
you feel how Inge was trying 
to be a Chekhov of mid-century 
Kansas, The sentimental comic 
upfltnuff ff keeps cnmtng in the 
door. 

Alastair Macaulay 



L’occasione fa il ladro 

ST JOHN'S, SMITH SQUARE 


Following its opening in 
Ealing, Midsummer Open’s 
production of L’occasione fa il 
ladro has now made a West 
End transfer, in the form of 
two nights at St John’s, Smith 
Square. The piece Is a one-act 
Rossini burlesque and, as such, 
a good choice for a charity per- 
formance like this one, in aid 
of the Phoenix Appeal. 

Although L’occasione (known 
in English as “The Opportun- 
ist”) dates from 1813 and is 
thus an early work, that does 
not mean it wants anything in 
m usi cal expertise. The score is 
a blueprint for Rossini’s later 
masterpieces. There is a storm 
in the Overture and the scam- 
pering violins that introduce 
the first aria show how quickly 
the composer had mastered 
that most elusive art, the 
comic orchestral accompani- 
ment. 

Rossini dearly did not have 
to work at witting comedies. 
Tbe fine mechanism by which 
a buffo finale ticks over is 
already working like clock- 
work in this piece. To some 
extent a production can be 
expected to play itself and for 
that reason it is disappointing 
that Alan Privett, Midsummer 
Opera's producer, had not 
rraDy succeeded In keeping tbe 
action as taut as necessary. An 


underlying slackness often 
threatened. 

This was, however, an even- 
ing bedevilled by what public 
services term “circumstances 
beyond our cantroL” The lead- 
ing player, Glenvllle Har- 
greaves, as the imposter Don 
Parmanione, twisted his mH* 
and was forced to play the sec- 
ond half seated at the side of 
the stage. A shame, as the Don 
Giov anni -like comic byplay 
between master wnri servant, 
taken here by Justin Joseph, is 
potentially one of the main 
attractions. 

There was some fine rin g in g 
from the Count Alberto of 
Mark Tucker, who brings a 
deeper timbre to the Rossinian 
tenor than is usual, while still 
moving easily around the 
notes. David Skewes put in a 
usefol cameo as the crotchety 
Don Eusebio and the two sis- 
ters were shared between 
Lorelle Skewes and Jenny 
Millar. David Roblou led Mid- 
summer Opera's unnamed 
orchestra in a neat perfor- 
mance, but without unfortu- 
nately solving all the problems 
of the St John's acoustics. 


Richard Fairman 


SALEROOM 


A contemporary view of the 
battles at Prevesa and Vonttsa 
in Greece in 1717, attributed to 
an artist known as Quaritso, 
sold for £82,500 at Sotheby's 
yesterday to the London dealer 
Carlton Hobbs. The top esti- 
mate had been £7,000 but this 
is the only known portrayal of 
the Venetian victories over the 
Turks which basically halted 
the Ottoman advance into 
western Europe. To add to 
their value, they had remained 
in the family of Count Johann 
Matthias von der Schofenburg 
who commanded the Venetian 
army on the day. 

The rale of minor Old Mas- 
ters just topped Elm with 15 
per cent unsold. A still life of a 
ham. game, fruit, etc, by Oudry 
quadrupled its estimate at 


£40,700. 

Meanwhile in New York con- 
temporary art remains in 
demand. A Sotheby’s auction 
totalled 115.7m (£9im) with 10 
pm- cent unsold. “Untitled,'’ an 
acrylic abstract by Sam Ann- 
ds, acrid to Japan for $385j000 
(£227,500) while the same buyer 
paid $330,000 (£195,000) tor 
another Sam Francis “EIV,” 
which also has strips of purple, 
red, white and yellow paint 
crossing a white surface. 

“Typewriter erasure,” a 1977 
sculpture by Claes Oldenburg, 
one of fifteen, involving con- 
crete and pigment and alumin- 
ium with stainless steel, dou- 
bled its estimate at $308,000 
(£182.000). 

Antony Thoracroft 
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East Europe’s 
debt burden 


EASTERN EUROPE needs 
more money, but it cannot 
afford to borrow it on commer- 
cial terms. The OECD's special 
feature on the redan in last 
month's financial Market 
Trends clearly identifies the 
region’s growing economic and 
financial problems. The lode 
of its findbig g is that farther 
lending to eastern Europe, in 
particular to Poland, Hungary 
and Bulgaria, is unsustainable, 
potentially counter-productive, 
and risky to the lender. 

As state control over the 
eastern European economies is 
being loosened, the downside 
risk is appearing faster than 
the upside opportunity. 

Growth is slowing, since 
“Industry has not proved able 
to utilise new technology effi- 
ciently, resource waste contin- 
ues, quality is declining and 
consumer supplies have wors- 
ened." Inflation is rising as 
subsidies are removed and 
wage increases accelerate. 

Exports to the West fell in 
1989, while imports - in par- 
ticular of machinery and 
equipment - rose, producing 
current account deficits in all 
the eastern European countries 
except Romania. 

The result is that indebted- 
ness is also rising. In particu- 
lar, Bulgaria, Poland, Hungary, 
Czechoslovakia and the Soviet 
Union all experienced rapid 
increases In debt in 1989. 

Mountainous problem 

The OECD puts in question 
the capability of these coun- 
tries to continue running up 
debt and servicing existing 
obligations. Poland’s moun- 
tainous problem is well known, 
with the crippling burden of 
payments on its $36tm debt 
accounting for nearly 50 per 
cent of exports. Bulgaria and 
Hungary have also reached the 
level where borrowing cannot 
be increased s i g n i fic a nt ly, the 
report says. Czechoslovakia, 
the Soviet Union and East Ger- 
many have semi their debt/ex- 
port ratios rising rapidly since 
1986. Hungary's reserves have 
slipped to below 20 per cent of 


This has contributed to a 
dangerous increase in what the 
OECD terms “vulnerability** — 
the difference between the 
resources available to a coun- 
try and its requirements, 
assuming no new borrowing. 

Bulgaria, Poland and Hungary 

After-lunch 

delights 


are all in a position where 
loss of confidence which 
severely constrained the capac- 
ity to continue borrowing 
could lead to a liquidity crisis." 

But political change is 
increasing the risk of such a 
crisis of confidence. The shift 
towards democracy is to be 

welcomed, but ft undermines 
some important assumptions 
about lending to eastern 
Europe. “Everywhere, the sta- 
ble political system with effec- 
tive social control is becoming 


more liberalised, more open 
and more volatile." 

Domestic readjustment 
Western lenders were 
impressed by the ease with 
which eastern Europe carried 
out domestic readjustment pol- 
icies after the financial shock 
of 1982. The biggest uncer- 
tainty created by the wave of 
change is how far the new gov- 
ernments can sustain their 
reform programmes in the face 
of deteriorating external cir- 
cumstances, while maintaining 


Europe has, since 
1985, become increasingly 
dependent on financial mar- 
kets, rather than government- 
guaranteed lending. In the 
mid-1980s, banks competed for 
custom and were prepared to 
offer attractive terms. But in 
the last year, they too have 
seen the risks. responded 
accordingly. At the end of 1987, 
the Soviet Union and Czecho- 
slovakia could borrow at Vi of 
a basis point over Libor; now, 
spreads are drifting towards % 
a point or higher. Interest rates 
-are also rising: Libor was 9 per 
cent at the end of 1987, and is 
now nearly 15 per cent 

The OECD is certainly not 
predicting a new Latin Amer- 
ica. As the report says: “Com- 
pared to other indebted 
regions, the interest burden of 
the eastern European econo- 
mies, with the exception of 
Poland, is relatively light." 
None the less, an increase in 
the burden would create signif- 
icant short-term dangers. 

Financial inflows axe neces- 
sary if reconstruction is to pro- 
ceed, and if the twin spectres 
the West la trying to avoid - 
default and instability, caused 
fay social unrest - are to be 
avoided!- But commercial lend- 
ing will not be the answer. The 
needs are too great and so are 
the risks. 


FOR THOSE who enjoy 
ego-tripping, there is nothing 
to beat a Board lunch, a good 
cigar, and half an hour of 
sounding-off Best of an is a 
moment’s reflection on the fact 
that the portion of the earth's 
population that is not present 
at the lunch lacks the intelli- 
gence, foresight, and deep 
understanding of the true state 
of world affairs that is to be 
found around that very table. 
Mr Peter Morgan, the Director 
General of Britain’s Institute of 
Directors, enjoyed a lunch of 
lunches on Tuesday. It enabled 
him to savour extensive rumi- 
nations, copy to the media. 

He made the most of it West 
Germany, he pointed out, 
believes in capitalism. In 
Britain, he told the touchers, 
some 37 per cent of the people 
feel negative about it Some- 
thing has to be done to win 
therm around. Does this mean 
that Britain should emulate 
West Germany in every 
respect? We should then have 
proportional representation, an 
independent central bank, high 
social expenditure, possibly a 
Social Democratic government 
by Christmas, strong environ- 
mental policies, Mitbestim- 
rrmng, wurst, and much else 
besides. 

Mr Morgan did not address 
himself to these issues. He did 
however, allude to the scary 
state of British education and 
training, which he compared 
with the efforts put In by those 
devilish West Germans. “In 
effect, we confront panzer divi- 
sions with the home guard,” 
said Mr Morgan, in a phrase 
for which he may be forgiven 
much else. This is true. ft has 
been demonstrated in a num- 
ber of learned papers. One of 
Mr Morgan's solutions is to 
help and encourage teachers 
“to discard the blue jeans of 

niyiow activiSm put CSX the 

gown of a respected profes- 
sion-” The response from the 
school canteen might be that 
such an ideal would be easier 
to achieve If the average 
teacher were paid at least as 
well as the average director's 
secretary. 

Public expenditure 

That would, however, 
require increased public expen- 
diture. There Is a small diffi- 
culty here. It has to be 
financed by taxpayers. “That is 
where all the money comes 


from,” the members of the 
Institute of Directors most 
have been fascinated to hear. 
"Enterprise people" - the 
good guys in this speech - 
believe that the Government 
should reduce taxes. “It is not 
generally appreciated," Mr 
Morgan said, “that the tax bur- 
den is 5 percentage points 
higher today than it was in 
1979: up to 38 per cent from 33 
per cent” of GDP. 

Bad logic 

This is not good business 
logic. Any director worth bis 
salt wants to know what a pro- 
posal will cost before be will 
look at ft. This applies as much 
to education and training 
within a firm as to any other 
cost A manager who put up a 
non-costed proposal and sur- 
rounded it with phrases about 
bow terrible It was that costs 
overall had grown would quite 
property be told to go away. 

After-lunch is, however, an 
occasion fin: freewheeling, not 
thought. “The enterprise cut 
tore is an alien concept for the 
established church," Mr Mor- 
gan complained. (This is proba- 
bly the fault of its Flounder, 
who would insist on concen- 
trating on the poor.) Many of 
the middle classes, it was fur- 
ther complained, share estab- 
lishment attitudes. They use 
the classroom, the pulpit, the 
press, even the stage, to char- 
acterise the 1980s a a a decade 
of greed, to brand the success- 
ful as materialistic, and to den- 
igrate individualism. 

Business could make itself a 
less easy target for those who 
doubt its moral stance. Mr 
Morgan, a former IBM-er, indi- 
cated some possibilities. Direc- 
tors should have formal train- 
ing. Non-executive directors 
should fix the chief executive's 
salary; payment should be by 
results. Both personal and 
company contributions should 
be made to welfare and the 
arts. And so on. 

Much has changed in the 
last 10 years to make the UK a 
land fit for entrepreneurs. Mr 
Morgan is right to point out 
that more needs to be done, 
especially in the field of educa- 
tion and training. Bat when 
the post prandial cigars have 
finally been stubbed out, the 
real world sometimes turns out 
to be a bit more complicated 
than it seemed In the dining 
room. 


F orecasters often pro- 
tect themselves by say- 
ing that the economy 
Is exceptionally diffi- 
cult to predict or that it is bal- 
anced on a knifoedgu- 

Cmrent economic trends are, 
just for once, easier than nor- 
mal to predict. The uncertain- 
ties lie farther ahead: in how 
much i-nn uHnMnnaT y ben- 
efit the economy will derive 
from the present slowdown, 
and the problems of reentry 
towards more normal growth 
in 1991, especially if there is 
still no anchor for sterling. 

Is there, meanwhile, going to 
be a recession in 1990, in the 
strict sense of a fall in output? 
The question is hardly worth 
discussing. This is because the 
underlying growth, trend of the 
UK economy is at least 2% to 3 
per cent per annum (probably 
more); and any year in which 
output growth is less consti- 
tutes what the US calls a 
growth recession, which even- 
tually brings downward pres- 
sures on profit margins, prices, 
pay the payments deficit. 

The severity of the slow- 
down does, of course, matter. 
But there is no great signifi- 
cance in whether output 
growth in a particular period 
falls short at or exceeds the 
magic rate of zoo. 

Since the summer of 1988 the 
object of policy has been to 
slow down the growth of 
domestic demand, which has 
both spilled over into the bal- 
ance of payments and gener- 
ated inflation at home. At long 

Tft«t tliAi-ff nro /»T«ay wi gna that it 

is succeeding. 

At the height of the boom in 
1988 total demand in money 
terms grew by about 15 per 
cent. In 1989 its growth slowed 
down to around 11 per cent 
and In 1990 it looks like grow- 
ing by only 6 or 6tt per cent 
(These estimates come from 
offirfai and National Institute 
of Economic and Social 
Research projections trans- 
lated into cash terms.) 

Because resources cannot be 
switched overnight from the 
home market to the export or 
import-competing sectors, the 
effects of the demand slow- 
down have shown themselves 
in a mixture of recessionary 
pressure and balance of pay- 
ments improvements. 

The payments turnround. 


Economic Viewpoint 



By Samuel Brittan 
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SoumeCSO 


There is no great 
significance in 
whether growth falls 
short of the magic 
rate of zero 


after a slow start and much 
statistical fog, is now faster 
than Whitehall analysts dared 
to hope. This conclusion is not 
affe cte d by the upward blip in 
the January drifaft — half of 
which reflects erratic changes 

fw dlatrimybr atyt-ar h g will . . 

The mam Importance of the 
January blip is that I shall 
have to continue my teenager’s 
guide (Incorporated into the 
accompanying chart) a little 
longer. Adults, however, hade 
at trends ova- a minimum of 
three months at a time and 
preferably somewhat longer. 
Excluding oil and erratics, 
export volume In the latest 
three months was 4 per cent 
higher than in the previous 
three months and ll percent 
lri ghw {hag in the fraraa period 
a year before. Import volume 
by contrast has fallen by 1 per 


cent over the previous three 
months and is up. only 2 per 
cent on a year ago. 

These trends are taken in 
Whitehall as i wn WnnaHnn ttwl 

tiie earlier sharp rise in the 
deficit reflected excess demand 
and not an overvalued pound. 
Thus, to try to engineer a 
devaluation before applying for 
ton membership of the Euro- 
pean Monetary System, would 
be to shoot oneself to the foot 
and postpone unnecessarily 
the benefits of membership. 

The less welcome output 
slowdown is best measured 
exclusive of North Sea oil — 
because of the recent series of 
disasters and subsequent 
recovery in that sector.. Real 
gross domestic product, excin- 
rive of all. Is expected by the 
NIESR to rise by under 1 per 
cent this year. As m a fos tr Mnn 
forecasters often underesti- 
mate both booms and slumps, I 
have added tor the chart a pro- 
jection 'showing an actual foil 
m output of more than 1 per 
emit expected by an outrider 
with successes to his credit, 
namely Peter Warburton of 
Robert Fleming Securities. 

There is, tnddmxtally, no rea- 
son to change one's 1990 
assessment because the esti- 
mate far CHIP for the last quar- 
ter of 1989 shows a modest 
increase - probably dne to the 
recovery of the all sector. 

According to the NIESR, 
about half the output slow- 
down Is due to the end of the 
consumer boom and half to a 


shift from heavy stockbnfldipg 
in 1989 to stock reduction in 
1990. The mere end of the stock 
swing should bring an output 
r ecovery in 1991 without any 
actual resumption of stock- 
building. A moderate recovery 
in consumption in line with 
rising incomes.. Should boost 
output farther. 

The stock factor has a spe- 
cial importance in the big bal- 
ance of payments turnround 
taking place this year. As this 
wlU not be repeated in future 
years, the most likely medium- 
term prospect is of current def- 
icits as recorded trun 
along at around 2 per emit 
GDP (compared with 4% per 
cent in 1989). a sustainable 
prospect, given confidence. ■ 

T3m NIESR expects output to 
be rising by 2% per cent in 
1992, nearly back to its under- 
lying trend without benefit of 
any government- stimulus. 
“Nearly" because an its esti- 
mate, capacity utilisation is 
above its sustainable rate and 
unemployment is slightly 
below the rate compatible with 
nan-accelerating inflation rate 
of unemployment ~ the 
so-called NAIRU. So growth 
will have to be below -trend in 
the early 1990s until the 
required margin of slack ia 
established. 

• I cannot help remarking 
what a change has come over 
the NIESR, which in the 1970s 
would not have understood 
how output could grow with- 
out active demand manage- 


ment and would have utterly 
disdained the NAIRU notion. 
The latest Review has even 
explicitly abandoned its 
long-standing advocacy of 
incomes policy in favour of foil 
EMS - membership, "which 
makes, such policies redun- 
dant" Old Believers can still, 
however, be comforted by the 
continuing belief in fiscal 
.activism directed towards the 
balance of payments. 

On fiscal policy, however, 
the rival London Business 
School -scores.- Its latest Eco- 
nomic Outlook warns that a 
discretionary Increase in taxa- 
tion in John Major's forthcom- 
ing Budget to show his anti-in- 
flationary resolve, could easily 
backfire. For markets would be 
-likely to “misinterpret" his 
intention (or more likely cor- 
rectly interpret it) as a prelude 
to interestrate cuts which will 
weaken sterling and worsen 
ra t h e r than improve the under- 
lying course of inflation. So the 
backbenchers who advise the 
Chancellor not to raise taxes 
are wiser than they know. 

What then, is the ontiook on 
the inflation front? There is 
first another blip to negotiate^ 

dllP fa) the nwnWwiHnn of the 

community charge, energy, 
water and rent increases, the 
latest mortgage rise and the 
normal Budgetincreases in the 
specific duties. The fear is that 
these could combine to take 
headline Inflation to a new 
peak above the 83 per cent one 
reached last June. Phillies & 
Drew explains in a useful note 
that some of these pressures 
were also evident at the same 
time a year ago. The RPI for 
April 1990, the month of maxi- 
mum pressure, could be any- 
where from 7.1 to 8.7 per cent 
above a year before, with 8 per 
cent as the best guess. 

More important is what hap- 
pens to underlying inflation 
once the economy recovers. 
Both the NIESR and the Lon- 
don Business, School see the 
GDP deflator at above 6 per 
cent well into the eariy 1990s, 
with other underlying indica- 
tors of inflation not much 
lower. Looking further Into the 
decade, there is more light at 
the end of the tunnel in the 
NIESR projections, partly 
because they assume full EMS 
memb ershi p at the end of 
year, after a moderate deprect 


The importance of 
die January trade 
blip is that I shall 
hare to continue my. 
teenager’s guide 


atiom wring ' the old 
- formula, of wider margins. 

The NIESR calls in its edito- 
rial for a new attitude to pay- 
setting. But neither body 
shows the obsession With 
recent pay awards of Parlia- 
ment and the media. This is 
not because: pay iif Unimpor- 
tant but because the route to 
lower inflation lies through 
squeezed .profit margins, 
tighter product markets and 
easier labour markets, with, 
wage increases themselves 
coming down only at a fairly 
late stage of the economic 
slowdown. Resistance by 
unions or employers to these 
forces eventuaHy leada not to 
more inflation but to higher 
unemployment and less outptft 
- another result which would 
make the NIESR founding 
fathers bflnk in disbelief. 
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ROOK REVIEW 

Defying the 
scientific odds 


T his hook tells the story 

of a small MSencebaSfifl 
company which is not 
yet 10 years old and which 

spent neariy a third of ds reve-. 

uues on research and develop- 
ment last year. Even by aero* 
space or nuclear iadAUrtry 
standards, that proportion is 
high- 

The company, CeDtech, was 
set up to take several new, 
untried .-and fast-evolving 
“ enabling technologies and 
f nrpp them into pharmaceuti- 
cals to treat diseases - such as 

cancer, hepatitis and AIDS- 

still defying the best R&D 
efforts of multinational drug 
companies. 

Cefftech itself is a “radical 
invention”. In the view of the 
author, Mark Dodgson of the 
Science Policy Research Unit 
at Sussex University. He 
undertook an. academic 
appraisal of its first 10 years at 
tee invitation of the company's 
drirf executive. To build com- 
mercial credibility as well as 
revenue during the protracted 
drug R&D process - typically 
eight to 10 years - the com- 
pany undertook both contract 
R&D and contract manufacture 
of other people's drug inven- 
tions. engaging- its special 
understanding of the new 
maWfog technologies. -For this 
ft looked first to. the academic 
world and painstakingly fos- 
tered an intimacy few UK com- 
panies can match. 

The author found that in the 
18 months before Celltech was 
formed it had to overcome 
political and bureaucratic hur- 
dles “which undoubtedly 
would have defeated any com- 
pany without extraordinary 
ambition." This included rais- 
ing more than half of the tfl SRl 

launch, capital from City 
sources a condition of 
receiving any support from tee 

Government 

. But: tee most troublesome 
hurdle concerned intellectual 
p roperty rights. Cefltech’s cre- 
ators had identified, tee Medi- 
cal Research Coudcfl, and spe- 
cifically its Laboratory of. 
Molecular Biology In Cam- 
bridge, as tee primary source 
at science it wanted to tap. But 
there were formidable legal as '. 
well as commercial and per- 
sonal objections In granting 
the exclusive access required. , 
Celltech obtained the rights 
hot late was obliged to refln- 
quite them through pressure 
from competing companies. 

It entered a world sceptical of 
its aimsf and depended on an 
community unpre- 
pared for te e business world 
and a business worid unrecep- 
tree of innovation. Biotechnol- 
ogy had yet to yield a single 
marketable product. 

_ Ai the age of 19, is Celltech a 
success? Not if judged simply : 
by profitability, Dodgson coh- ' 
dudes, and.it ban little rii<mM 
of making substantial profits 
for some years. But today ft is 
worth 10 times the initial 
investment, is reckoned to^be 
Europe’s leading biotechnology 
firm and ' ranks with' [the 
world's fop 12. . . 


CELLTECH; ' 

The First Ten Years of a 

Biotechnology Company 

By MarkDodgMia 

Science Policy Research Unit. 

Sussex University. £JQQ 

It has successfully commer- 
cialised British academic sci- 
ence - something the UK Is 

oftra said to be bad at Exports 
account for 90 per cod of sales, 
and ft has struck partnerships 
with some of the world's lead- 
ing drug companies overseas. 

What is missing? “One of the 
company's most Obvious fail- 
ures has been its inability to 
create successful joint ven- 
tures from the opportunities it 
had in diagnostics and microbi- 
ology,*' Celltech has been crit- 
icised for an alleged lack of 
market focus. Identifying prod- 
ucts of major commercial 
potential has not been one of 
its greatest strengths, he says. 

Should the company have 
' pursued two different strands 
of genetic engineering simulta- 
neously, at considerable R&D 
expense? It compounded its 
fhumdial problems but ft now 
has novel drugs emerging from 
both technologies and high 
hopes of others from a conver- 
gence of the two. Profligacy in 
the R&D department can 
hardly be its central problem, 
for another such company,- Pur- 
ton International, set up soon 
after with short-term aims, has 
done no better. 

Had Celltech done as some 
shareholders wished and 
focused on one of the early 
objectives it could never have 
. mustered the broad spectrum 
of technology it commands 
today. But that spectrum could 
need another decade to realise 

its Mmnwreial pofo ntM. 

Dodgson finds two dear les- 
sons In CeUtech’s history. 
Many people - Including 
many of its shareholders - 
were far too optimistic about 
how long, it would take. The 
Obvious analogy is ndcnrelec- 
tranlcs, which took 25 years to 
turn Into the novel products of 
the 1970s. The big biotechnol- 
ogy breakthroughs did not take 
place tmtfl the mid-1970s. The 
other is the way Celltech has 
managed the conflicting pres- 
sures of creating a company 
with standards M oust- 
ness ethics, and long-term com- 
- petanoes, white still satisfying 
at least some of the demands 
for short-tennism and profits. 

What will happen to Celltech 
now that its majority share- 
holder, British & Common- 
wealth Holdings, intends to 
sell, is anyone’s guess. Will ft 
become part of a major drug 
company, as Genentech has 
done? Will it find an “angel” to 
preserve its independence for a 
few more years? The author 
believes that Cefftech has over- 
come so many obstacles that a 
solution must be found. Aban- 
doning the venture or breaking 
it up is certainly not -one off 
teem. 

David Fishlock 


Step up for 
Villiers 

■ Abbey National has decided 
to stand by Charles VSliers, 
the former chairman trf County 
NatWest, who is among the 
defendants due to goon trial 
later this year for their rule 
in the Blue Arrow affair. 

Vflhezs joined the former 
building society in October 
1988 as managing director for 
corporate affairs, eight months 
after leaving County NatWest 
in the wake of the Blue Arrow 
events nn A the flmw m nypwiB t: 
of heavy losses in 1987. From 
a relatively modest office on 
the director’s floor of Abbey 
National’s Baker Street head- 
quarters, he has been pot to 
work mapping out the long 
term strategy for the group 
and planning its technology 
and computes Investment, 

So far so good. Vflliars was 
one of three directors 
appointed to Abbey National's 
board in January last year - 
too late to be put up for elec- 
tion to the board at the 1989 
annual general meeting. Now - 
Sir Campbell Adamson. Abbey 
tional chairman, and Peter 
Birch have decided that VU- 
liers is to be retained as a 
director, notwithstanding Ms 
fraud Indictment in the mean- 
time. His name will be 
included among those pres- 
wnte d to s bare hnl dffre for eJeo* 
tion to the board at this year’s 
annual general meeting on 
April 10. 

' As Abbey National's chief 
executive, Birch confirmed 
yesterday that he and Adam- 
son will be giving him their . 
foil backing. “The Bank of 
England has ruled that Charles 
Is a fit and proper person for 
the job he is currently doing 
and we see no reason why he 
should not carry on,” Birch 

yiid. 


No sale 

■ As if Argentina's President 
Carlos Menem did not have 
enough problems, he now has 
to face grumpy children when 


Observer 


he gets home from the office. 
His daughter Znlenxa, re cen t ly 
on holiday with the tennis 
player, Gabriels Sabatini, in 
Australia, took a liking to tee 
local koalas and kangaroos. 
She decided to buy one of each 
for the presidential palace gar- 
dens. 

But her request has been 
turned down flat Juan Carlos 
Beitranxtao, the Argentine 
Ambassador in Canberra who 
was placed in charge of the 
negotiations, has been obliged 
to inform the Foreign Ministry 
in Buenos Aires that Austra- 
lian fauna are for sale only 
to places of public display. BeL 
tramlno Is now thought to be 
looking for another job. 


Strange man 

■ S is said that ofattnary witt- 
ing in Britain has recently 

undergone a change of style: 

ft has become more honest and 
le» deferential. But not, it 
seems, when journalists write 
about journalists. 

• The obituaries of Hmnry Fair- 
lie, the British journalist who 
died in Washington this week, 
are a case in point FairHe was 
best known for his article 
which defined the British (or 
rather English) Establishment 
- “the whole matrix of official 
and social relations within 
which power Is exercised.” 

Some of the members of this 
Ea tahHshirwi «f bbmii even 

odder now fhmi when the piece 

was written ln 1956: the chair- 
man of the Arts Council, the 
Director-General of the BBC, 
and even the editor of the 

Times Literary Supplement 
“not to menti on nin» 

Lady Vicdet Bonham Carte.” 
But, in a curious way, the 
piece stack. 

So did the attack on the For- 
eign Office contained in the 
same article. Fahfle alleged 
that the Office was almost at 
the very heart of the Establish- 
ment - much in the way that 
(say) Norman Tebbit would 



"_and two insurance broken, 
that's the lot” 

attack the Foreign Office 
today. 

As an analysis, ft never 
seamed very profound. Of 
coatee, there is an establish- 
ment - or network - of con- . 
tacts. What was surprising was 
how few people had realised 
that before- Whefoerdeliber- 
ately or not FairlJe thus con- 
tributed to the con^iiracy thft- 

ory of politics. 

This is an extremely useful 
thecnyforjountalists.lt 
enables them to make com- 
meots without doing a great 
deal of research. Fairiie was/ . 
a great dilettante. 


Consul Ryan. 

■ Tony Ryan, head ofGPA, 
the world’s tailing aircraft- 


the collection of ■ 
on his board, including'— most 
recently - tire fonuer British 
Chancellor, Nigel Lawson. 

Now it is Ryan’s own tarn 

to collect the honours. An invi- 
tation doing the rounds of Dub- 
lin society says he is tobe 
appointed Honorary Consul 
of Mmrim hi talamT '■ 

GFA ia believed to be daing 


substantial business hi Mexico, 
and the ceremony, hosted: by 
Mexico’s London ambassador, 
wIH take place in Dublin’s 
House of Lords, now part of 
a bank building but once the 
p H d cflinnini Ba flfamen i. 
Smurfit. 

the Smurfit paper and packag- 


with ■! i pT/my i f j n tvy pra rrft. 
Smurfit, however, operates 
as Irish Wnnom Ty Cansul&t 
his home base In Monaco.- 1 


Cost-cuttiiig 

■ Among the beauty contests 
that are conducted fo the City, 
the one promoted bytes 
(Greenwich Associates of the 
US has the distinction of bring 
the most secretive and 
detailed. 

Ttjwrpnrt ii -ta gnri ghHwn(^ 

leoperatf 
securities] 
its. 

in forensic detail, by talking 
to ettente. Greenwich has-been 
hawking the results of its lat- 
est survey of the UK Govern- 
ment securities, or gifts, mar- 
ket around London's leading 


or so. 

But ft has beea-unabLe to - 
convince one securities house 
topay tee SSfoOOO for its five 
vohnzie report. Ckeenwefli Mon- 
tagu thought the price too" . 
high, despite being Identified 
as themarket’s top performer. 
As ana senior GreenweQ execu- 
tive noted, alt ho ug h he fitted 
the result, he had doubts about 
tee methodology. 


Could catch on - 

■ In an attempt to confirm his 
belitf that sdnte customers 
will buy any sort: of drink if 
they thidk ft is tee In" tiling, 
the landlord of a Hampshire 

toWs^aloonbaradv^^h^ 11 
“Our speciality: Braady and 
choppedoidon, £L"1n four 
boms he arid seven, and one 

Mman “the best^n^md 

onion I’ve ever tasted- - 



POPPINS 


AND MAKES CHILD'S 
FLAY OF FINDING THE 
RIGHT NANNY 

PLEASE CONTACT 

■ THE MARY 3EOPPINS 
. . NANNIES AGENCY 

- 7 PRIORY CLOSE 
7 ROISUP. 

1 MIDDLESEX. HA4 8HP . 
TEL (0895) 622036 

■ -* FAX (0895) 621793 
TELEX 929963 NANNY G 
EMPLOYMENT AGENCY .. 

LICENCE SE159I4 



9-1- 

r ■ 


' J 


w , |V. 

..V - • 





1 1990 


*15 


G 

fN 


i z > 




ci 

:S& 

:3i l 


a2& 


« 

is 


F irst cam&%ritemdfiriuptcy of 
Drezel Burnham Lambert. 
Then CS First -Boston, 
another Wall Street giant 
admitted at weekend that jt has 


W.' 


loan ex pos ure . This week it waff the 
tom of Shearson Lehman Button, as 
its parent American Express pledged 
another J750m in trash capital and 
talks wefe revealed wfth Ptfmerica, at 
rival fmapQzfl serviees group, stout 
selling a stake in Sheazson. 

These and. other big Wall Street 
firms have beea humhled. The com- ' 
merdal banks who lend to theoscari-' 
ties business have become more cir- 
cumspect, Their concern has been 
heightened where companies have 
been heavily involved in the junk 
bond market eg have mate te m por ary , 
bridge loans, which were to have been 
converted into permanent. financing 
through the issue <rf hffi ytoTd bonds 
that n’swfm'WK now find 'a 

First Boston and Shearson have felt 

it' necessary to gs to extraordinary 
lengths' to bolster confldence. Both 
resent, however, being talked about In 
the same bracket as Dr(&bL or cam- ' 
pared with each other. ' 

-Wall Street- nervousness •■has been 
heightened by the speed With which 
Drexel went under, ft filed for bank? 
ruptcy less than a week after it. 
Started facing liquidity, problems, 
prod of a securities firm’s vulnerahil- 
By to loea of confidence. - 
:-^What:wooM: normally, have, been 
Mack eyes or embarrassments have 
been' Mown up':to sometbfhg major 
because of what happened to Drexal," 
said Mr Cftxfetopher Mahoney, securi-:. 
ties' industry' analyst at 'Moody's, the - 
credit rating agency. : • . '• ; > 

-Mr Henry Kauflnan, the veteran 
bond-market economist, bdfeves that 
the demise of Drexel marks the begin- 
ning of an. era in .whfeft Wall Street : 
will pay a heavy jufte for the excesses 
of the hot decade. “Drexel Burnham's 
collapse fa symptomatic of a- deeper 
problem: the abuse . of the American 
credit system,* he wrote recently. 

' The 4ntfmrtr y*g p mfftghfl- 

By - has deteriorated badly since toe 
mid-1980s, hurt by a dw-ttim in trading 
volume, a marked slowing in takeover 
activi t y , recreated competition from 
overseas and ' a distressed Junk bond 
market. Some executives believe tost 
toe Industry, which has afready shed 
17,000 Jobs rihcxr 3987, may have to „ 
&Km down by another 25 per 1 cent or 
354)00 jobs. 

The brokerage industry's retnin ret 
equity has draped from around 50 
p^: centimsao to. scarcely 6 pea- cant : 
in 1989. Pre-tax "profit margina axe 
now .at aromaf* per cent, down from 
14 per cent, in I960. Securities houses’ -' 
oamlwg s last year were generally 10 
m 'cent to 18 per cent below the level 
achfafred, in 1988:.ahd half those of 
MS - - ' • ■' ‘ 

" In January. Merrill Lynch, toe larg- 
est US securities house, announced a 
record net loss in 1989 of $2i3.ftn after 
taking a pre-tax - charge of $47Qm to 
cover the costs of rily BgtWMmta 'and 
cats'. It Is expected to shed up to 3,000 
offe 40,500 wu rk ft m ue tids year. .- 

Many analysts beUeve that the 
shake-out an- Wall Street, already 


Janet Bosh and Alan Friedman look at the crisis of 
confidence in the US securities industry 

The humbling of 



V.'J * ,'i. " ' 


under way. vnQ be as severe as the 
retrenchment of toe late 1970s after 
ftvcJ tymrnrfgrinng lynyp q bOifahpA ' 

' - ft 'is in toia iw w f ronw c nnfr that Mr 
James EbTtfnaony.cbainhan of Azneri; 
can Express, decided be needed to 
potir more money intoShearson. ft 
cannot have been a pleasant derision. 

Last month, after inducing the; 
abnqpt- depAxtt&e-cf Mr Peter Cohen, 
framer chief executive of Shearson, 
Mr Robinson thought his Sheaxson 
headaches were over. Mr Cohen's 
d eparture , was followed by the news 
that Sheaxson was scrapping a J350m 

e c sale of its Shares which was to 
been the centrepiece cf an 8870m 
recapitalisation announced in Decan- 
ter. ‘ - • • •• " -■ '■ . 

Bv pw wn «M it 
would stump up the $ 2 S 0 zn through a 
•'~ fjtHwr«wi ~ righ*w nflbring . Mr Botiiacgl 
said that he would thmftalffiliis goal 
cf getting Shearson - and its fflm in 
tight - off the American Express bal- 
ance nfliarfr liy tiaiuHny hia rimwhnR 
era a special dividend of Shearson 
stock. This would reduce the Ameri- 
can Express holding from 6L per cent 
to 45. per cent. 

Mr Howard dark Jr, the c onser v a - 
tive American Stress chief financial 
officer, was installed as the new 
Shearson chief executive. Be has had. 
to free the&ct that Sheaxson is sft- 
-ting oh SLfim of problem real -estate 
loans held Qrondi its Baton- subsid- 
-tazy ahd gGOQm of bridge loans. Some 
$500m of these loans' are to Prime - 
O o Dgut a r, with nodi of the balance 
tied up with AMI, a hospital company 
that also owes money to First Boston. 

-Faced with $L7bn Of loans, that will 
be dUfictdt to unwind, American 
Express has now -abandoned the 
rights Issue and replaced it with a 
-fresh. plan to inject 8760m of capital 
through the purchase of Shearson 




1989 

Total 

capfai 


Rot 

Droctt 

Men* - 

Shearaon 

Boston 

Burobam Lambert 
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Lehman* 

SZObn 

gl.Tbn 

$10.0bn 

$5L3bn 

6£52 

5^400 

40,500 

35,000 


will bring the American 
holding in ShwHunm from its 
c ur r ant KL per up to more tfaan-70 
per cant and toe tetri. Shearson recap- 
italisation to &35bn. Testerday, 
Sheaxson unvefled a drastic costrcut- 
ting package, indnffing the sacking of 
2400 of its workforce of 38900. 

“Howard has decided that It is bet- 
ter to teq the lwnMHiwi card with 
American Express ™tii they «m fix 
up Shearson,” " said one inridec. Mr 
Robinson, meanwhile, “knows that 
Ms reput a tion is on the fine tots time 
and Is going to rod up his sleeves and 
really solve the Sheaxson situation.? , 
.One sahttfon would be. to press 


ahead with theproject of removing 
.Shearson from. American Express’s. 
conaoBdated **w«w<4«i s ta tem e nt s by 
pushing the parent's stake in the bro- 
kerage below 50 per cent. 

This was a consideration in the 
informal exploratory talks held with 
Mr- Sandy WefiL of the Pri- 

Tn m-it-w flnaridfll MXViceS - COBOgLomO 1 - 

ate the man riehett up Sheor- 
eon and add it to American Express. 
The talks revolve around the possibil- 
ity of Pxhnerica boring a Mg enough 
stoke In Shearson from American 

B vpwHM g tn mHnra it« IwMhig Mnar HI 

per cent. 

. A deal with Prfmerica. if it ever 
comes to win take time to 

complete. For the moment, American 
Express. is that tts latest 

actions -wfll offer Wall S tre et w hat , 
one iphtihi **8 statement of 

confMance with a capital S." 

-And Mr Robinson has toneqedr 
ntenting with a new slogaro the Amer- 


ican Express team at Shearson Is 
being dubbed "Patriots at the Gate." 
The reference is to Barbarians at the 
Gate, a bestselling book criticising 
the investment banket s (hirfniHny Mr 
Cohen) who went Into battle over the 
leveraged buyout of SJR Nabisco in 
1388. 

Mr Robinson says: “ft is about time 
♦hat doodIs »fa »r twH to focus on credit 
and the mo o n sMs management of 
Wall Street.” Asked what this will 
mean for Shearaon, he replies: "I can 
assure you that our direction in the 
1990s will be substantially different 
from the 1960s." 

first Boston’s Image problems stem 
from the moment last year when 
Campean, the Canadian real estate 
conglomerate which befit a US retail 
empire on pile of junk bonds backed 
by. first Boston, found it could not 
service ife debt. 

Fhft-BostoQ has acknowledged that 

it Is an ft Mm Of HHdgB Inwnw 


but says it has set aside sufficient 
reserves to cover its exposure. Last 
weekend. First Boston leaked an 
internal memo, signed jointly by Mr 
Jarir Hennessy, president, and Mr Rai- 
ner Gut, rh airman, of Credit Suisse, 
First Boston's parent The implication 
was that the Swiss bank would stand 
behind its US subsidiary- If necessary. 

The memo said that First Boston’s 
total equity plus reserves amounted 
to around IShn. It also disclosed that 
net profit in 1989 was cat to a mere 
jTlrn compared with *L$?m in 1388. 

The most troublesome exposure is a 
$25 7m bridge loan to Federated 
Department Stores, part of the Cam- 
peau empire. It filed for bankruptcy in 
January, leaving First Boston with 
only a dim, long-term hope of getting 
its money back. 

There is another $935m outstanding 
in loans to Ohio Mattress, Jenico (a 
fast-food restaurant and AML 

Although not ffqoi«l | tjwmp Inanft at 
least present s«mp value. Ohio Mat- 
tress is said to be operating in line 
with the projections made at the time 
of its buyout; a junk bond offering 
last summer to convert the bridge 
loan *° pawiumwit fimwirfng wmi ran* 
celled because of market conditions. 
An analyst at Standard & Poor’s says 
that Jenico and AMI both have posi- 
tive cashflows and are paying inter- 
est 

The problem faced by First Boston 
is finding a way to get these loans off 
its balance sheet since it cannot refin- 
ance them with junk bonds given the 
distressed state of the maneL The 
company is believed to have found 
some interest among Institutional 
i nvestors in the Ohio Mattress loan, 
perhaps through private placements, 
but has not h***^*** whether it wants 
to sell in c u r ren t conditions. Its par- 
ent f y Unlffing lw« alwni wamtiMd flw 
possibility of taking cm some of First 
Boston’s bridge 1nam| 

Both Standard & Poor’s and 
Moody's, the rating agencies, said this 
week they were satisfied with First 
Boston’s operating performance and 
the steps it has taken to deal with its 
bridge loan exposure. 

For the harried top ex e c u t i ves at 
Shearson and First Boston, this 
week’s fires have been doused. Nei- 
ther firm say its loan problems 
have been definitively resolved. At 
least, however, they have assured 
themselves ^ that tf the 

worst came to pass - a series of 
writeoffs - the reserves would be 
there to cover potential losses. 

Shearson and First Boston are not 
alnrto More problems win certainly 
surface on Wall Street The key to 
survival will be sufficient fiw»nrf»i 
strength to leave an i nves tm ent hank 
that has to write off problem loans 
with enough capital to keep its bank 
Venders happy and generate the reve- 
nue needed to cover overheads. 

Meanwhile, Mr Robinson can take 
comfort that, whatever Shearson's 
problems, they could be worse: "We 
have been uniquely wnwiayiliH] .In 
bunding share in the junk bond mar- 
ket,” he says, adding gratefully: 
Tkank goodness!” 

Additional research by Rivka 
Nachama . 


Lombard 

Small typhoon 
in Tokyo 

By John Pleader 


FIRST THE Tokyo stock 
market records the second big- 
gest one-day fall in history on 
Monday. Then the Nikkei 
index recoups most (tf its loss 
with a L270 point jump over 
the past two days. Was the 
Tokyo stock market crash 
which began last week just a 
storm in a ceremonial tea cup? 

As far as London and Wall 
Street are concerned, the 
answer is yes. Longstanding 
fears that a crash In Tokyo 
might precipitate a global 
financial crisis have been pot 
to rest fur the moment by pun- 
sible logic. The enrrent level ctf 
equity markets in Britain and 
the US is, after ad, rooted in 
fundamentals. The Japanese 
in co ntr a st , is driven 
by liquidity and its earnings 
multiples have been subjected 
to a progressive greenhouse 
effect m recent vests. 

ft Japanese equities sud- 
denly show the merest tweicer 
of a possibility that they might 
return to the saner valuation 
basis that prevailed in the 
early 2980s. why should equi- 
ties elsewhere depart from 
sand f undamentals in a down- 
ward direction? What is more, 
if western markets fell to slide 
in line with Tokyo tiie logic is 
potentially self-sustaining — 
and not just because foreign 
equities have obvious attrac- 
tions for Japanese investors if 
their own currency and stock 
markets are collapsing. At a 
more basic level the overvalu- 
ation of toe Tokyo market bw» 
reinfhwn«f Japan’s gmn pit rativB 

advantage by cheapening the 


cost of capital to Japanese 

ini l i m ir y fliyl finanra ft multi- 
ples in Japan are shrinking 
and yields becoming fatter, gai- 
Hn tnnHtoU»«t Twigbt reasonably 
a lurch in an equal and 
^ y n wiip direction. 

The interesting domestic 
question now is how the 
uncharacteristic, though not 
n w pwinitent j^, public dogfight 
between the Ministry of 
Finance and the Bank of Japan 

wffl resolve itselL At first eight 

the inflationary prospect in 
Japan, which prorates the jus- 
tification for r ece nt increases 
in the official discount rate, 
scarcely terrifying: con- 
sumer prices are forecast to 
rise by littte more than 2 per 
emit not year. Yet there is 
undoubtedly an inflationary 


overhang in asset markets. The 
debate is about the extent at 
the threat. 

In Britain asset price infla- 
tion leaks into the general 
price level mainly via an 

pttp« of }yrmfl |prwtirig OVBT 

net Investment in housing; the 
process is known as equity 
withdrawal. It also operates 
through the labour as 

workers respond to higher 
mortgage rates by demanding 
increased earnings. 

Not ao in Japan, where the 
post-war financial system was 
designed to channel low-cost 
savings to industry and com- 
merce. Despite some modest 
steps towards financial deregu- 
lation, consumer finance 
remains underdeveloped and 
credit controls have helped 
divert monetary pr e ssure into 
asset rather than goods mar- 
kets. The wealth effect an con- 
sumer spending from the 
Increase in the Japanese inves- 
tors’ collateral has been small 
by western standards. 

ft is the foreign exchange 
market that provides the mech- 
anism for transforming asset 
price hrfla+tnn into a mare gen- 
eral rise in consumer prices. 
Far with shares and property 
so obviously overvalued insti- 
tutional investors have been 
pumping capital overseas far 

ftwtw than Jn pn npm indUStri- 

alists have been piling up bade 
surpluses. The resulting weak- 
ness of the yen further 
Mihwiww the return to Japa- 
nese inve sto r s in foreign cur- 
rency. But it also raises the 
cost of imparted goods, so 
adding to domestic inflatton at 
a ti™ when workers are com- 
plaining of low living stan- 
dards in relation to Japan’s 
economic su pe rp ower status. 

Against that background any 
central banker could be expec- 
ted to worry. Mr Yasuahi 
Mtenoof the Bank of Japan not 
only worries, b«ft believes in 
grasping nettles. Or should one 
say bubbles? Fur he appears to 
have concluded that n ha can- 
not stabilise the yen and pro- 
cure domestic price stability 
without pricking the great Jap- 
anese share and property 
boom, then prick it he will. 
And eo Trmr ^ thft better. Let ntt 
hope that be pulls oft the big- 
gest correction compatible 
with the wtoiifltty of the finan- 
cial system. 


•f.*" " — " 



? The self-defeating values of corporate dinosaurs 


From Mr Andrew PhUHps. 

. SSt Though I cany no Bag 
far Labour pdUcK, it would be a 
pfty.Jf Lorn Hanson’s “credo” 
(Letters, February 16) went 
uncommented upon. As is 
often the case between ideolo- 
gisfs, he . displays, in his letter 
some of the characteristics be 
attacks in that of Marjorie 
Afowiam (Letters, Febru ary 20). 

Far example, having imp lie d 
that the Drexel collapse is so 
“hugely complex” that it can- 
net property be used to “con- 
struct a case far opposing take- 
overs,” his riposte is a 
niwi pTijCip assertion that “virtu- 
ally every Impartial study on- 
takeovers concludes that their 
effect is beneficial to tire econ- 
omy at large." 

Shrewd as he fa, perhaps it is 
the “virtually” that we should 
pay most at te n tion , to, pins the 
bet that he only comments in 
terms of impact on the econ- 
omy, not the udder culture. - 

One could easfiy have said a 
mere two years ago, when 
Dresd was the most “success- 
ful” firm of its kind in the 
world »»d making over $lbn 
profit, that “virtually* every 
financial analyst reckoned it 
was the bees-knees. Indeed 
they did! 

But Lent Hanson has a pat 
answer to that. Drexel was 
only one “reasonably large 
tree ... in the capitalist for- 
est,” and it is in the "socialist 
model forest” that one finds 
that “the rotting timbers have 
fallow and nothing new grows 
in between." w w 

Though Lord Hanson ■ finds 
comfort in such polarities, 
many of ns, while finding Tittle 
attraction in pure socialist for- 
estry, are hardly less ee* 
iwwIm about some of the an- 
fuse but real social and 
cultural depredations of Earn 
son/Hoylake-type arboricul- 
ture. 

Apart from which, unabated 
capitalism Is responsible both 
for much of the wanton 


destruction erf the world's 
actual forest mid the western 
world’s over-consumption, 
which are having dramatic 
effects. 

Thus, mod ern corpor ate 
dinosaurs too often exemplify 
values which are ultimately 
self-defeating for a society. 
HypexKxrapetftironess, insatia- 
bility and cynicism are 
scarcely the stuff of the Ser- 
mon on tiie Mount. But, I can 
hear the earthly Lord saying, 
that really is old hat and wins 
no races. 

What should give pause 
none tiie less is that, fofiowing 
the implosion of world commu- 
nism, we may also be endan- 
gered by what case might call 
the btuehause effect - a ram- 
pant; raucous, raunchy materi- 
alism constrained by no belief 
other than in free market 


AndrewFhinips, 

Bates, WeOs & Bra&haaite. 
fit Charterhouse Street, EC1 

From Ms Marjorie Mowlam 
MP. 

Sir, I enjoyed Lord Hanson’s 
intemperate letter, if only 
because it provided an example 
of how a rational businessman 
can descend to political rant It 
is dearly in line with his 
recent polemic in Business 
Today, announcing that the 
hour has come to stand up and 
be counted far Mrs Thafcmer. 

I would welcome a sensible 
discussion on takeover and 
merger policy with Lard Han- 
son. But to achieve that it is 
important that we start from 
facts rather than disinforma- 
tion. 

He argues that my motive in. 
writing about the Drexel bank- 
ruptcy was “to construct & case 
for opposing takeovers.* 
Nowhere can he draw that con- 
rfnslon from my letter to the 
FT. In fact, had he read the 
Labour Party’s policy state- 
ment on takeovers and merg- 
ers, he would be aware that the 


document opens by stating: 
“Mergers and takeovers are not 
necessarily anything to worry 
about in themselves. They may 
enhance .the efficiency of indi- 
vidual firms and promote com- 
petition in the market place.” 

Lord Hanson’s cheap jibe 
about my turning to. the East 

fan- pnltey 1n<K«rt«w 

the bias of Ids letter. I was 
act nally applauding the more 
effective regulatory system in 
tiie US, which is as West as 
you can get. 

Labour's recently launched 
document on mergers and 
takeovers was discussed exten- 
sively -in the City and with 
industry. On a recent visit to 
West Germany, I found that 
■the of open discussion and 
co-operation between politi- 
cians, business ywd ftromiw fa 
taken as the norm, ft fa sad 
that such well-intended debate 
between different partners can- 
not be held in this country - 
we would afi benefit 
Maijaaie Mowlam, 

Bouse of Co mmons . . 
West m i n ster, SW1 . . 

From Mr Makohn Samuel 

Sr. Lard Hanson’s assertion 
that “virtually every impartial 
study on takeovers comdndes 
that theft effect Is beneficial to 
the economy at large . . .” 
files in the face of the evidenoe 
that 1 have examined. 

Perhaps Lord Hanson can 

provide the list which supports 

hfedaiuL He might also fixe to 
explain the weak economic ] 
farmance of the US 
relative to West Germany and 
Japan in the period since Han- 
son became a quoted company, 
fa it the case tfagt stock market 
preocc u pation with changes of 
ownership and money making 
in tiie US and the UK hinders 
true wealth creation? 

Hanson, itself, has been a 
highly successful money-mak- 
ing mach ine, to fb*» benefit erf 
its own management and 
shareholders, but a dose scru- 


tiny of its published acco un ts 
since the fate 1990s does not 
reveal any genuine organic 
growth when sufficient evi- 
dence fa available to construct 
finked Indices. Growth fa also 
low or non-existent between 
those few yaere when no acqui- 
sitions took place. ■ 

Yes, earnings per share 
growth, has been sustained at 
hlrii levels, but, on the bade of 
relatively large incremental 
inputs of ne w equity capital at 
intervals of approodmately five 
years. In c re me n tal returns on 
new capital inputs are not high 
white retinue on total assets 
employed do not point to any 
super efficiency. Cm other mea- 
sures of efficiency, such as 
value added ner employee and 
trading profits per employee 
before depreciation (the provi- 
sion for depredation being 
about half that for Industrial 
companies generally in relative 
terms) Hanson’s 
does not rate 

In a market preoccupied 
with short-term changes in 
earnings per share growth, it 
has not been difficult fix Han- 
son to demonstrate superior 
share price per forma nce to its 
victims -■ generally low- 
growth mature companies 
operating largely in the domes- 
tic Tn a i ffwa In -atirnifll 

environment superior effi- 
ciency would he accepted as a 
defence against predatory 
attacks but, so long as partici- 
pants focus oh short-term 
dmog aa in Mining* per share 
growth, a gamine revival in 
PK ecchomte performance wfll 
be that much more difficult to 
adiieva. 

Industrialists who see “Oty** 
criteria Impeding theft efforts 
deserve widespread support in 
changing these criteria. Preda- 
tory growth has been far too 
easy to achieve to date. 

UfliMlm Rniimal, 

10 Greenwood Road, 

Thames Ditton, Surrey . 


The Government’s ‘surly and grudging regard- for human capital 


Ftom Mr Peter L oom 
Sir, The Secretary of State 
for Education, Mr. John Mac- 
Gregor, is the Nero of the mod? 
era British education system.- 
. Has he, or anyone -else In 
this Government, not noticed 
that those countries with the 
Ugliest levels of State-provided 
education and vocational train- 
ing - West Germany and 
Japan — are also the most suc- 
cessful economies? 


Such knowledge would 
safely alter this administra- 
tion’s surly and grudging 
regard for the United King- 
dom’s most precious supply 
fac tor — human capital. 

One fa Inevitably drawn to 
the conclusion that if our edu- 
cational Nero fa aware of these 
facta, which surely he must be, 
them Government’s lack erf 
desire to improve matters 
arises from the fact that its 


members have such scant 
experience of the state educa- 
tional sector. That fa because 
none of them send their " chil- 
dren to state schools. ' 

Perhaps Mr MacGregor could 
furnish us with the -exact 
itataflg nf wh yn * minister s* pWI- 
dien are currently schooled “ 
in case 1 wrongly malign him. 

The simple and horrifying 
truth is that, whatever this 
Government’s achievements 


during the past 10 years might 
have bean, the principal reason 
for the UK’s certain economic 
decline in zdation to our com- 
petitors in the decades ahead Is 
tiie appalling condition of our 
education system and our 
lamentably Hi-equipped chil- 
dren and workers. 

Peter Ltnacre, 

Chairman, 

Ctdrd Group, 

38 Setfrrde Street. SCI 
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US looks to Kaifu to seize ‘last chance’ 

Tokyo must demonstrate its intention to open markets, writes Robert Thomson 


W HEN Mr Toshiki 
Kaifu, the Japanese 
Prime Minister, 
arrives in Palm Springs, Calif- 
ornia, for a meeting with much 
of the US Administration 
tomorrow he win be expected 
to prove his faith in the Struc- 
tural Impediments Initiative. 

The recently re-elected Mr 
Krifti reluctantly inherited SU 
from Mr Sousuke Una, his dis- 
graced predecessor, and US 
government officials have 
suggested that a lack of "politi- 
cal will" in Tokyo is undermin- 
ing the programme, seen as 
Japan's last chance on trade 
before being left to the mercy 
of a hostile US Congress. 

Japanese officials identify 
Mr T.inn Williams, the Deputy 
US Trade Representative, as 
the most im p o r ta n t individual 
In the US Administration’s 
stance on SIX, and Mr Wil- 
liams's Impressions of last 
week's SII meeting in Tokyo 
will influence the warmth of 
the US welcome for Mr Kaifu. 

Before returnine to Washing- 
ton, Mr Williams, a household 
name in Japan and always 
photogenic in a broad-brimmed 
hat and burgundy bow-tie, said 
that progress in the Sn talks 
had not matched US precon- 
CEDtlons. nartlv hacanBP of th e 
month lost with the Japanese 


election- The Bush-Kaffu meet- 
ing Is intended to push the pro- 
cess along. 

"The major reason for a 
meeting on such an abbrevi- 
ated schedule Is the trade 
issue, and the sense of a lack of 
movement, based in some part 
on a lack of political guidance. 
That is a primary reason why 
President Bosh wanted the 
meeting now Instead of two 
months from now,” Mr Wil- 
liams PSj lfl r 

"We are not sure that the 
Japanese understand that 
there are going to be hard 
choices. There are going to be 
scone choices between constitu- 
encies and us. In recent years, 
the time frame for getting 
things like this solved has 
become much shorter, and the 
price for delay is higher. I 
think that’s a big part erf the 
message that the president 
would like to discuss with Mr 
Kaifo." 

US delegates to the SII talks, 
headed by Mr Williams, have 
argued for fundamental 
changes to Japan’s distribution 
system and land use laws, a 
tightening of anti-monopoly 
laws, an increase in public 
works spending, and consider- 
ation of the impact of Japan's 
/cetretsu, or corporate group- 
ings, cm imports. 



Williams: strong Influence 

Within US Artmin lKi ra tU m 

A sign that SU has come to 
mean modi in Washington was 
the comment In Tokyo last Fri- 
day by Ur Dick Cheney, the US 
Secretary of Defence, that "I 
cannot over-emphaslse the 
imp o r t an ce of success" erf the 
initia tive. 

nffWak at Jananese minis- 
tries were surprised that a 
Defence Secretary entered the 
trade fray, although it was 
noted. Ironically, that a recent 
and much publicised opinion 
poll suggests that the average 


US citizen now foars the Japa- 
nese economic threat more 

than the Soviet military threat. 

An SU interim report is due 
to be released in early April, 
with a final document prepared 
In the summer, and while pro- 
posals have come slowly from 
the J apanese Government, Mr 
Williams said that ordinary 
Japanese had shown support 
for SIL 

*T have haH Japanese write 
me and say gambatte [good 
luck]. They say it Is embarrass- 
ing that Americana have to 
come in and say what is ratio- 
nal and reasonable in Japan, I 
have not had any difficulty in 
explaining the reasonableness, 
for example, of the anti-monop- 
oly points," he sr ri d. 

“I don't think you will find a 
single Japanese who thinks 
this market is open. I don’t 
t hi n k yon will a ^ a single 
Japanese, not government, 
who thfwfcft that pro cur ement 
is really open to foreigners or 

not cofludef I dtm^h^^any 
doubt that the Japanese public 
understands th j« , 

"But I think Japanese are 
apprehensive about the Sn 
because it carries a high risk. 
They realise the validity erf the 
points being made and they 
worry about the consequences 


if nothing happens. I think 
that is a legitimate worry, and 
X am afraid that I cannot take 
that worry away, but I can 
assure t hem that tirfs Is not an 
exercise In Japan-bashing.” 

Mr Williams worked at 
Japan 's national broadcaster, 
NHK, and a Tokyo publishing 
house, Kodansha, 16 years ago 
as an editor, and then as a 
lawyer In Tokyo for two years 
until last March, so he has cer- 
tain street credibility. How- 
ever, a senior Japanese official 
who has worked with Mr WD- 

Ug mc tVmf Ho sometimes 

had. expectations that over- 
looked foe difficulty of detail. 

In a sense, . Mr Williams sees 
himself as protecting Japanese 
interests by using the SI to 
ward off advocates in Washing- 
ton erf managed trade. 

“The notion mm* rf«*r to 
me in this job that -Japan is 
perceived as a 
influence in the whole 
trading pattern. Some of that is 
a wrong motivation, some of 
that comes from people afraid 
of Japanese competition. We 
don’t like that, and we try to 
sep a rat e that out," be said. 

"But a lot of it is the proposi- 
tion that this is a protected 
market which is used as base 
for massive sorties into export 
markets." 


Nomura threatens to sue US author 


By Stefan Wagstyl in Tokyo 

WHEN Liar's Poker, a 
fast-paced, slightly scurrilous 
book about Salomon Brothers, 
the US investment bank, was 
published last year, the com- 
pany’s staff were told to read 
it so they would understand 
their customers’ wisecracks. 

Nomura Securities, the 
mighty Japanese group, is tak- 
ing a different approach to 
The House of Nomura, a 848- 
page history. It has started 
legal proceedings against the 
author, Mr A1 ADetahauser, a 
30-year-old American stock- 


broker. 

Nomura is threatening to 
sue Mr Alletzhauser and 
Bloomsbury Publishing, his 
British publisher, tor libel. 
Nomura wants a retraction, 
payment of damages and a 
promise that the alleged Ubds 
win not be repeated. The com- 
pany’s SaHcttOr, T.hrttlatmre A 
Paines, has sent letters to Mr 
AHetzbanser and Bloomsbury. 

"There are so many falsa 
stories in the book,” said 
Nomura yesterday. 

It Is thought Nomura objects 


most to 
to 

activities on the Tokyo stock 
market. 

Mr ABet zhaaaar d fa 

fight Nomura In Urn courts. He 
worked for several yens as a 
stock salesman In Tokyo, 
researching the book In his 

spore time. He won permission 
from the Nomura family for 
access to archives and inter- 
viewed about 100 Nomura 
executives. He the family 
had read the proofs before 
publication: "This book 


whfeh dafm never meant to be an antt-No- 


Mr Alletzhauser said 
Nommu bad turned against 
him suddenly. Two weeks ago 
a "peace offer" was discussed 
with the compan y , he says, lb 
Alletzhauser said he was 
happy to comet any specific 
errors pointed out by Nomura. 

Mr Alletzhauser and 
B l o o msbur y have retained as 
their solicitor Mr David 
Hooper, of Biddle A Co, who 
defended Mr Peter Wright 
in tiie Spycatoher case. 


Indian Congress Party loses five states 


By David Housepo In New Delhi 

INDIA’S Congress Party was 
beading for a further big defeat 
last night as voting trends In 
state assembly elections 
closely, mirrored the results erf 
last November's general elec- 
tion. 

Of eight states that went to 
the polls on Tuesday, Congress 
had lost control in five last 
night - Orissa, Rajasthan, 
Madhya Pradesh, Himachal 
Pradesh and Gujarat The main 
gainers were the radical Hindu 
BJP rather than the Janata Dal 
Party of Mr V.P. Singh, the 
Prime Minister. 

The results are a further 
blow for Mr Rajiv Gandhi, for- 
mer Prime Minister and leader 
of the Nehru dynasty's party. 

The Congress defeat may lead 
to defections from Cangess to 
Janata Dal and seems bound to 
reopen the question of Mir 
Gandhi’s con tinning leadership 
of the party - although the 
footing last night was that he 
would be able to resist a chal- 
lenge. 

None the less, if the Con- 
gress loses control of all eight 
states that went to the polls. 

Its power base would be 
crushed. It would have fewer 
ttmn 2 00 seats in the parlia- 
ment and retain power in only 
two of the country’s * 
states, Andhra Pradesh 
'Karnataka. 

In the eastern state of Bihar, 
the largest in the union and 



.the main weather-vane of opin- 
ion in the Hindi belt. Congress 
had improved on its November 
performance in the relatively 
^ TpflU number of seats that 
been counted last night In 
Maharashtra in the west, the 
other major state from which 
results are awaited, counting 
does not begin until today. The 
eighth state voting was Aruna- 
chal Pradesh. 


The b eneficiar y of the 
continuing swing « gat™u the 
Congress Party is the BJP. 
After I nc re a si ng its repros ea t a f 
tion in the parliament from 
two to 88 in November, the 
party seemed on the way last 
night to forming governments 
in Madhya Pradesh, Begasthan, 
and Himachal Pradesh and to 
sharing power with the Janata 
Dal in Gu jarat. 


' Janata Dal^wa s aasured trf a 
majority: to the eastern state of 
Orissa and was nicely to be the 
leading partner of a coalition 
in Gujerat. But the party needs 
to do well In BDwr to buttress 
Itself In the north and to 
wtiK«tip«. the stability of the 
government it heads in DdhL 

In related developments, the 
Janata Dal's Image was 
tarnished yesterday by con- 
tinuing violence in Haryana, 
where Mr Om Parkaah Chan- 
tala. the Chief M i nis t e r and 
son of the Deputy Prime Minis- 
ter, Mr Devi Lai, was contest- 
ing a by-election. At least nine 
people were killed and 15 seri- 
ously Injured during a second 
p ol l after Mr Chantala s nd his 
Janata Dal supporters had 
been accused of ballot rigging. 

Mr Chantala, whose business 
interests have made him a fig- 
ure of co nt ro v ersy, took over 
as Chief Minister when his 
father became Deputy Prime 
Minister. The wtorffaw commis- 
sion is awaiting the result of 
an investigation before decid- 
ing whether or not to order a 
new poll In the entire Meham 
constituency. 

Counting was also delayed in 
Bihar because of widespread 
violence during Tuesday's poll. 
More - than 80 people were 
killed in clashes with the 
police or involving rival fac- 
tions. New polls were ordered 

in 620 diatrifife. 


Exxon faces $600m fines 


Continued from Page 1 
amount of the fines mentioned 
by the US Attorney -General." 

Analysts are also unable yet 
to make a rough estimate of 
Exxon’s civil liabilities. Sepa- 
rate from the cases, the com- 
pany has already paid out 
JlSOm compensation to 23,000 
rlaimanta. 

So far, Exxon has taken 
charges against its earnings 
totalling $L68bn to cover the 
dean-up to date, legal fees and 
some anticipated costs. With 
the resumption of the dean-up 


this spring, its bins wQl start 

mnrmftng u gaVn 

After the charge, Exxon 
reported net profits of $3Abn 
last year. “People are afraid to 
take the courts too lightly" an 
oil analyst said. "We learned 
the mistake of that in a Mg 
way with Texaco* 

Wall Street Initially dis- 
missed as frivolous Peimzoil’s 
rfbifms against the oil company 
for winning control of Getty 
OIL But in the end a Texas 
court extracted a $L0bn settle- 
ment from Texaco. 
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Philips plans shake-up 


Continued from Page 1 
on October 1 is Mr Frans 
Otten, a grandson of a Philips 
co-founder and executive vice 
president a s well as a mem ber 

erf fr-Thtf* *|n j}Q8rd yml 

grou p TriDTiRg«TmCTit committee- 
When he departs it will be the 
first time in Philips’ history 
that no family member graces 
the board. 

An apparent power straggle 
has ended with Mr Henk 
58. a 

meat 


ing to the management board 
in charge of finances. As a 
result Mr Henk Goris, 57, 
another management commit- 


tee member and group director 
of finance, is leaving the com- 
pany. Leaving the manage- 
ment board on July 1 will be 
Mr Gerdt Jeelof, 62, while Mr 
Ype Bouwkamp, 56, now head 
of Philips’ lighting division will 
join on October 1. Mr S.C. 

TmnndneBo will take over as 
bead of North American Phil- 
ips on June L 


UK imports rise sharply 


Continued from Page 1 
exceptional factors. 

The FT-SE 100 index fluctu- 
ated narrowly over the day to 
dose just 06 points higher at 
2^55.4. 

Sterling advanced against 
both the D-Mark and the dollar 
on the belief that the trade fig- 
ures would mean no eariy eas- 
ing of interest rates, with the 
Bank of England's trade 
weighted sterling index closing 
at 89.9. up 08. 

Developments on the domea- 
tic money market justified ster- 
ling's rise. 

Short term interest rates 
finned, with the three months 
interbank rate gaining & of a 


percentage point to 15ft-15% 
per cent. 

However, prices for Govern- 
ment gilt edged securities foil 
sharply, helping to posh yields 
at the long end of the market 
up to around 13L85 per cent, a 
level last seen In January 1885. 
The gloom on the GUI Edged 
market was compounded by 
further sharp foils on the West 
German bond market. 

The figures attracted a 
scornful response from the 
opposition Labour party. Mr 
Gordon. Brown, the trade mid 
industry spokesman, said they 
were "disastrous'' and pat 
Britain "now bottom of the 
European league." 


British power 
generators 
may buy gas 
from Norway 

By Maurfca Samuelaon 

in London 

THE BRITISH electricity 

industry is nfmairtarhig hn pn rfc 

ing huge quantities of Norwe- 
gian gas to supplement coal as 
its main generating fadL • • • • 

National Power, one of the 
two private companies to be 
earned from the Central Elec- 
tricity Generating Board, ban 
been in contact with Staton, 
the Norwegian State oil com- 
pany, other oil companies 
operating in the Norwegian 
sector cf the North Sea. 

Talks have focused - on 
long-term prospects for devel- 
oping large reserves of gas 
fields for p ow er generation In 
the UK 

PowerGen, National Power's 
sister company, and other inde- 
pendent would-be electricity 
producers, are also reported to 
have been in touch with Nor- 
wegian companies. 

News <rf toe contacts broke 
as Mr John Wakeham, Energy 
Secretary, announced that 
National Power and PowerGen, 
inheritors of the CKGB's coal 
and oil. fired power stations, 
would be add on the same day 
next February. He did not give 
the exact date. • ' 

The 12 distribution compa- 
nies of gnif Wales Had 

already been earmarked for 
sale in November 1990. On 
Tuesday, it was announced 
that foe two Scottish power 
compnnteB would complete the 
sale in May or June 1991 rather 
than be sold first as originally 
expected. , 

National Power and Power- 
Gen are expected to raise 
between £4bn and £5bn 
($6.76bn and $8.45bn) and the 
12 distribution companies 
about £6bn. 

The Mg two generators and a 
number, of independents have 
so far tabled proposals for 
about 6.000MW of gas-fired 
electricity which could come 
on stream by about 1997. . 

But National Power said yes- 
terday that if gas prices proved 
favourable there could be sub- 
stantially more in the longnm. 
It would displace smaller, older 
and less efficient coal-fired 
capacity, but hot the large, 
roundfooelock power stations. 

"The British electricity 
industry wfll be Europe’s big- 
gest market far natural gas," 
he predicted. Coal, meanwhile, 
was "In danger of becoming 
obsolete" because erf its envi- 
ronmental disadvantages, he 


Mr Wakeham’8 announce- 
ment about the flotation time- 
table is his latest step to 
ensure that the entire electric- 
ity industry will be sold before 
the next UK general election. 
The Government had previ- 
ously considered selling the 
generators an separate dates. 

Since neither company 
wanted , to follow the other, 
both, will welcome Mr Wake- 
ham’s derision. 

A generating industry offi- 
cial said last night the simulta- 
neous sale should have a stron- 
ger impact especially on 
overseas investors. 

The case for a Joint sale was 
strengthened by last October's 
derision to exclude the nuclear 
stations from the sale, instead 
of assigning them all with 
National Power. 

As a result. National Power 
and PowerGen are similar com- 
panies, accounting for about 50 
and 30 per cent of national gen- 
erating capacity respectively. 
Nuclear power accounts for 
most of the remainder. 
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Cadbury brands itself 



Cadbury Schweppes’s defiance 
of the proposed rules on brand 
accounting ensures the issue 
win be the first Mg test of the. 
new system of accounting start . 
dards due later this year. Not 
only wfll Cadbury almost doa- 
ble its shareholders' f und s with 
over ESOOm 
wifi, ft also has its 
agreement that even if thB pro- 
posed Accounting Standard 
bom through, it can ignore the 
instruction to amortise those' 
brands provided it makes the 
fact dear in the accounts. 

This is pretty much tin tac- 
tic used by companies a decade 
ago to destroy current cost 
accounting. Under the new 
Dealing system, such rebellion. , 
should no hmeer be oossfole. 
Any accounting standard 
passed after August 1 - and 
this one cannot be passed 
before - will be policed by the 
new Review Panel, which can 
take cases at 
to court an grounds 
inconsistent with a true and 1 
fob: view. The proposed stan- 
dards on brands and goodwill 
seem so widely unpopular that 
the new Standards Board may 
not choose to go along with 
them. But if it does. it had bet- 
ter make tiunn stick. ■ 

Jt is not quite, dear what has 
prompted Cadbury into such a 
public stand.- By -doubling 
shareholders’ funds it also dou- 
bles the size of deal it can do 
without shareholder approval, 
which is obviously useful with 
General Cinema sitting on a 
1&8 per emit stake. But it is 
not obvious what it means to 
boy, unless it simply thinks 
the re-shaping of the world 
confectionery and soft drinks 
industries has put loose assets 
on tin market - 

Composite Insurers •” 

Identifying immediate causes 
far yesterday’s 4 per cent fefl 
in General Accident's share 
price is easy enough. Even 
before the toll of UK storm 
losses, the underwriting cycle 
was in a dangerous phase, with 
US preminm rates showing few 
signs of turning up algnffl* 
canfly in 1990 and the UK non- 
10 b sector embroiled In its own 
price, war. And with capital 
markets now moving against 
the composites, the. scope foe 
equity portfohed tofielp out Is 
much reduced. The last thtpgs 
the market wanted were GA’s 
dreadfol fourth quarter results 
in its UK motor portfolio and 
Its less than hoped foe ISA per 
cent dividend Increase. 

Yet to a large extent the 
halving trf GA's pre-tax profits 
to £147m only confirmed trends 
which the market knew all 
about. The reservfrbohrtering 
which GA is dcflng against out- 


a rebel 


Abbey National 

Share price rotative tothe 

FT~AAM-Shw» Index 

150 
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sized UKbodily injury motor 
claims only confirms data 
Commercial Union picked up a 
year ago. Investors have sim- 
ply-chosen to forget the funda- 
mentals since July. with the 
composite sector having 
steeply outperformed the FTA- 
ABsHare on the strength of 
Boyiake’s bid for BAT and Sun 
Alliance’s stake In C3L 

Perhaps more interesting 
were CD’s own results ana 
what they show about how the 
sector's tables have turned 
since CUV. dark days of 1984. 
WWi solvency now at 68 per 
cant, before counting perhaps 
more than £lbn Of ahaiv»hnTdjir 

value locked up in its lifo busi- 
ness^ CU is close to GA in 
financial strength and far 
ahead of Royal. CtPs fife assur- 
ancebdased earnings now look 
distinctly better quality, too. 


Newissues 

Privatisations aside, the 
keen stag been distinctly 
~shortcff“prowisliigr’Kew issues 
over the last taro years. Those 
few companies .to have 
atte m pte d an offer have often 
found their Issues sabotaged by 
stock-market volatility, as 
Hass did , last autumn. So. the 
Stock Exchange’s review of 
new issue : rules seems timely. 
The ryfrri upper Emit on plao- 
ings Iris for same time seemed 
ridiculously low. considering 
the costs . and . the. . risks 
Involved /fa an offer for safe. 
Perhaps the Exchange ' has 
beftTbgSd back ty the feeling 
that the greater foe number erf 
plariDgs, the greater the suspi- 
cion of the private investor 
that tile best issues are bring 
saved .for the City's chosen 
few. * 

•The proposed hybrid ofplac- 
fog and offer for Issues over 
£20m should preserve the scope 
for playing off private and 
Institutional investors that 
ensures a successful issue. It- 


will also reduce un derwritin g 
costs, although investors have 
in tire past been rightly suspi- 
cious cf us companies listing 
in London solely on grounds of 
cheapness and weaker regula- 
tory requirements. And if it 
encourages more companies to 
raise finance on the Stock 
Exchange, which after all is 
supposed to be that institu- 
tion’s raison dVtre. so much 
the better. ■ 

Abbey National 

Abbey may be a bank in 
name, but its business is still 
that of a building society. 
There are no Third World or 
UK corporate bad debts to 
worry about For all the fears 
about mortgage arrears, 
house-backed lending remains 
one of the safest forms of 
finance known to man. But it 
is hard to CroSS-Sell financial 
products when mortgage 
demand, is subdued. 

. As shown by yesterday’s 
£501m erf full year pre-tax prof- 
its, Abbey has performed 
pretty well in the dreum- 
stances. It has increased its 
share of the mortgage market 
and has carefully controlled 
costs. Stripping out the effect 
of the flotation proceeds and 
the gilts fosses, margins were 
sustained despite the pressure 
on savings flows that forced 
last month’s interest rate 
.increase. But until the housing 
market recovers and until 
Abbey shows that it can spend 
its m oney more wisely than 
TSB, it to hard to see the 
shares outperforming. 


Markets 

Though the January trade 
figures were less bad than they 
-looked at first, the market’s 
unruffled response was slightly 
surprising. Exports' seem to be 
holding up pretty well after a 
run trf freakishly good figures. 
But imports in the pest three 
months are still 2 per cent op 
on a year ago, with, a bias 
towards consumer items like 
food and. drink, which suggests 
that both destocking and the 
consumer downturn are less 
advanced than the' market 
thinks. The total deficit this 
year may still be around £15bn, 
which ought to be the last 
Mow to' hopes of lower base 
rates. 

With so much to worry 
about abroad, it Is perhaps nat- 
ural foftt fog UK market 
tittle time far minor upsets at 
home. But taken with foe Tory 
decline In the polls, the eco- 
nomic background hardly 
looks the stuff of a market 
recovery should the West Ger- 
man and Japanese markets 
happen to take a breather. 
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BUSINESS : 

Sonar link up 

• Ferranti International., and 
Thomaon-CSF have reached 
an agreement to collaborate 
further in the anti-submarine 
warfare business. 
Thomson-CSF will acquire, 
subject to . regulatory, gov- 
ernmental and shareholders 
approval and a financial 
review, 60% of a- company 
to which will .be transferred 
the current sonar ' systems 
operation, of Ferranti Com- 
puter Systems^ The company 
will be jointly managedj With a 
Chief Executive appointed 
from Ferranti Interp aftonnl . 
This new relationship, bnHda 

on existing collaborative, 
development prqject8.lt will 
enable the’ companies to 
. enhance their total develop- 
ment _ . capability"; - ' .and 


in International anti-sub- 
marine warfare markets. J , . 

Danish contract 

Ferranti Computer Systems 
how uu cured a contract worth 
approximately - £350^000 • to 

vriSra fire “control- -predictor 

snb^grstenr for shore-based 

foe emnjJ!- 
ment will process data. from 
tracking radars and various 
other shore-based surv ei lla nce 
sensors to compute gun laying 
eolations . V against " naval - 
targets. 

Briefly... 

Hie Madras. Port Shut, 
India, has taken eariy deliv- 

; ery of foor Ferranti -Karri-- 
tamer Rubber 'tyred Gantyy 
cranes supplied, under -a £2 

million plus contract. 
.Ferranti Compotes- 1 
Is to display xto total _ 

capability at foie Iniernatii 

Training Exhibition . sad Con- 
ference being hold *t foe 
National £x£ihitum Centre, 
Birmingham from April 9-11. 


Futurebus+ commitment 

Fbrinmti Computer Systems vide a stable platform upon 
has joined with other major which manufacturers can 
international defence • and base several generations of 
computer systems co mpani es computer systems, 
to. support Futorebus-fc the TheTuturebua+ specification 
first:. . co mp re he nsive ' . .bus was i n flu e nced by the deci- 
ardhitoctnre . ■ which is sion of the Pentagon to adopt 
designed to support multiple IEEE S96 Fatureous-f as the 
nnisretians. or computer basis for all future US Navy 
technologies.' . “ - - real-time, mission critical 

Futareb na-K w hich is covered computers. The US Dcnrirt- 
by -the IEEE 896 s tan da r d, meat afDefense was also keen 
follows on from the successful to see the emerging standard 
IEEE lOM VMEbus standard, as one which commerce nrt d 
B fir designed to be azicha- industry would adopt for non- 
* - and military computing systems. 

it- Ferranti Computer Systems 
is committed to the develop- 
o. meat and application of 
it Futurebu8+ ana is already 


is convinced 
will provide both, a 
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Metrology technology 
saves time 

[time in Originally, at this stage pro- 
M&haye auction was stopped wr as 


A£las_C< 2 gco long as 45 minutes while 


’ of-i 

ac hieved D 

v .—.. mfa ctaringJ _ Limited measuring checks were made 
since the recent installation manuall y. However, the new 
of a Ferranti _ Merlin . Co- Ferranti CMM oonsidara- 
ordmgte-Meaiairing Machina bly. reduced the taken 

(CMMJ. - : . for component measuring and 

The .company, m a n uf ac turer production can continue xmin- 
of pneumatic tools such as ierrupted. The CMM produces 
tnvmg bre aker s and down- a report at the end of each 
ihe-hole drills, introduced the measuring cycle in^time to 
m ac hine to .carry out impor- make any adjustments neces- 
tont measuring and quality sary before the next batch is 
control routines in conjunc- manufactured, 
tion with its . Flexible. Man - Since installation, - Atlas 
ufacturing System (FMS). Copco baa worked, closely 
The machine, a- large Merlin with Ferranti Industrial ELec- 
1100 with direct computer con- ironies to develop a unique 
ted, checks batc h es of oompo-^ fully automatic pallet system 
nentsas they leaveany one of measuring three components 
four CNC machining centres, in series. 
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Netherlands invoke 
the spirit of change 



The spirit of glasnost is. moving farther afield. ■ 
The Netherlands, where companies' are armed 
to the teeth with some ol the toughest antf- 
takeover defences In the EC, Is chipping away 
die barriers by bringing its merger coda more 
into tine with Community practices. Revisions 
in the corporate merger code wilt take effect 
today, reports Laura Raun. Page 19 


Mystery off the vanishing ore 

Seasoned observers cant remember a more 
embarrassing episode for a leading mining 
company than what-has become known as 
Echo Bay's vanishing orebody. After sounding 
fanfares about a big discovery at its Cove proj- 
ect in Nevada, the. North American gold mining 
group now says, “Sorry, folks, we made'a little 
mistake and there is- much less gold down 
there than we thought” Kenneth Gooding anal- 
yses what went wrong. Page 28 


A return to glory? 

Mr Wllfried Hubscher, the new chief executive 
of the Berlin stock exchange, hopes recent 
political moves towards unity will give the city, 
the financial capital of pre-war Germany, an 
uplift The flotation of viable parts of state- 
owned industry groups and the listing of joint 
ventures and participation funds should 
Increase Berlin's attractiveness to foreign 
investors. Page 40 


Courtroom drama unfolds 

The curtains were raised 
this week on what prom- 
ises to be a first-rate 
courtroom drama. Mr 
Ahmed Tawflfc Abdel-Fat- 
tab, chairman of the ■ • 
Rayan Islamic Investment 
company, along with sev- 
eral business associates, 
faces life in jail if con- 
victed on charges of 
defrauding Egyptian 
Investors of E£1.8bn 
($730 m). Tony Walker 
reports on the sorry story 
of- Egypt’s unruly deposit-' . 
taking sector. Page 19 



Divided fortunes In banking 

Amsterdam-Rotterdam Bank, the second- 
largest commercial bank in the Netherlands, 
increased 1989 earnings by nearly 45 per cent 
to FI 849m (9447m). Hbwever, extraordinary 
gains of FI 128m resulted from the halving of 
Amro's 10 per cent indirect stake In GAnOrale 
de Banque of Belgium. GOnOrale, which 
announced results In tandem with Amro, did . 
not do so well; record provisions for sovereign 
risks cut 1989 pro fi t s by two-thirds to BFr2.8bn 
($74m). Page 18 
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AMS Industries 

27 

LAS MO 

23 

Akeler 

24 
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24 
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18 
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18 
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24 
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19 
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Crest hotel chain on market 


By Philip Rawatome 


BASS, Jfcitfrin's : leading brewer, 
is seining its Crest chain of 47 
hotels in Britain and the Nether- 
lands to concentrate resources on 
the worldwide development of 
the recently acquired Holiday 
Inns business. 

City cf London estimates sug- 
gest the sale, to be handled by 
J. Schroeder Wagg, could raise 
between £350m (3588m) and 
£456m. Bass was “not preparedto 
put a figure on it at the 
moment.” One' City analyst, 
whose estimate was at the lower 
end of .-the range, commented: 
“There am a Jot hf hotels on toe 
market at present, but Crest is a 
we ll- kn o wn name apri the ohafa 
cflinlH stand alone.” . 

Rival brewer, Allled-Lyons, put 
its 43 Embassy hotels upfor sale 


for an estimated £275m to £30Qm 
in December but no buyer has 
yet been announced. . 

The Crest chain, mainly in the 
four-star category and catering 
for the business mar- 
ts expected to make operat- 

this year. 


I a inviting offers for 43 
hotels in the BE and four in the 
Netherlands, with a total of 5,100 
rooms. But it is keeping four of 
the bigger Crest hotels in the BE 
— at Gatwick. Maiitenhaafl, Edin- 
burgh and Leeds - and four oth- 
ers In Amsterdam. Antwerp, Flor- 
ence end Bologna, for conversion 
to Holiday Inns. Another seven 
hotels, under development or 
managed by Crest, are expected 
to be transferred to Holiday Inns. 

Mr fan Prosser, chairman of 


Bass, said -yesterday: “We axe 
determined to develop and 
- expand t he Holiday inn namp 
around the world by profitable 
investment in owned, managed 
and franchised hotels. 

“Our future hotel development 
strategy will be totally focused 
on the expansion of the Holiday 
ban brand.” 

The decision to dispose of Crest 
slightly surprised the City. Bass 
bad been expected to sen some of 
“its wines and spirits brands to 
reduce its borrowings after the 


£1.3bn acquisition of Holiday 
rhlch 


Inns in North America, wl 
was completed in January. 

Current gearing is around 
70 per cent and the company's 
interest charges are ex- 
pected to rise substantially 


this year to around £154m. 

The purchase- of the Holiday 
Tnns in North America - cover- 
ing 1,389 hotels with 266,000 
rooms - completed a step-by- 
step takeover of the brand that 
began in May, 1987 with the pur- 
chase of eight WoFwfay to toe 

UK »nd Europe for £88m, and 
made Bass the biggest hotel oper- 
ator in the world. 

Hob da y Inna international was 
bought in September, 1987 for 
£290m; and a further 32 hotels 
were acquired in Canada for 
£142m in March, 1989. 

Baas, which made pre-tax prof- 
its of £529m last year, raised 
£45m from the sale of 11 Spanish 
hotels in September, and Bold its 
v illa Magna luxury hotel in Mad- 
rid for £50m in December. 



Chairman lan P ro aacr 


French sue 
DG Bank 
over ‘breach 
of securities 9 


By George Graham In Paris 


FRENCH BANKS have instructed 
their lawyers to file suit against 
Deutsche Ganoisenachaftabank 
(DG Bank) In their row over 
DM6bn ($3.6b») of contested 
securities transactions. 

Hbwever, the French' banks do 
not expect to have the suit ready, 
before March -7 or 8 and are 
pressing DG Bank' to use the 
intervening week to reverse its 
refusal to pay up on toe transac- 
tions. 

They have told their lawyers 
. to answer any. -questions DG 
Bank may put during title 
period. 

“We hope this breathing space 
will give DG Bmk toe time to 
put Its accounts and its ideas In 
order,” said- a senior French 
banker. 

The banks Involved Include 
some of the leading financial 
institutions in France, such as 
Banque Nationale de Paris 
(BNP), the largest state-owned 
bank; the C ajssc des D fpflts, the 
giant state. financing organisa- 
jforc CHdlt du Norf, the xetafi 
banking subsidiary of Paribas; 
and Sogenai, the Alsatian off- 
shootrof Soctftt GfataOe. 

. The reaction in France to DG 
Bank’s inMiwi to dispute tile 
transactions has been one of uni- 
versal outrage. The French bank- 
ing authorities have shown 
strong support for the banks 
involved. 

“I am astonished by the behav- 
iour of DG*s management and 
board. It is Incomprehensible 
that a major bank should behave 
in this way," said one senior 

hanker . 

French banks, including many 
not directly involved in the dis- 
pute, have reduced their expo- 
sure to DG Bank in their finan- 
cial market and lumlw 

in other countries have been 
examining the West German 
bank's credit lines close- 
ly- 

The dispute centres on two 
types of transactions involving 
tiie sale and repurchase of secu- 
rities for which, according to toe 
French banks, DG Bank is refus- 
ing to honour the repurchase 
agreement 

Senior banking officials said 
yesterday that neither type of 
transaction corresponded to the 
“remere,” a form of repurchase 
agreement widely used in the 
French market in which the. 
repurchase Is theoretically 
optional, although market prac- 
tice is for it always to be carried 
out. - 

Katharine Campbell writes from 
Frankfurt The press spokesman 
for DG yester da y reacted sharply 
to the news that the French 
banks might sue. “If they can 
prove a liability on our part they 
will not have to sue, because we 
will pay. But if they cannot 
prove it, suing will not help," be 
said. 

The West German Federal 
Banking Supervisory Office 
announced yesterday that it was 
to launch an inquiry into the 
way DG Bank conducted its 
repurchase deals. 

Background, Page 20 


Gardini moves to avoid row over Enimont 


By John Wylea in Milan 


MR RAUL Qarflhri, president of 
Femgri-Montedison. yesterday 
his readiness to draw 
harir from a faH-aalP «nnfrnnl^ . 

tkm with the Italian, Government 
over the ownership and control 
of Tftrimnmt, the. joint 

venture between Montedison and 
Eni. the state energy group. 

to a carefully-crafted statement 
which included a proposal fo r a 
T. m nnn hn ($8bn) caottal increase 
for Enimont, Montedison’s law- 
yer made a fresh call for a negoti- 
ated agreement hours after toe 
resignation, late on. Tuesday 
evening, of Mr Lorenzo Need as 
president of the rfwminul -ven- 
ture. Ur Need, an Eni appointee, 
wifi, remain on toe board. 

This was judged to be suffi- 
cient cause to : grant an Eni 
request that yesterday's ordinary 
matting of thimnnt shareholders 
be adjourned for three days. 

The meeting had been expected 
to approve the appointment to 
the lftiimflnt board of two new 
directors, sympathetic to Mr Gar- 
dini, who would represent the 20 
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Lorenxo Need: resigned as Enhnont president but stays on the board 


per of toe company's rapstn\ 

floated last autumn. The majority 
stake is equally divided between 

Rni and Monto dtom. 

Mr Need's resignation was 
accepted by the chairman of yes- 
terday’s assembly, Mr Sergio 
Cragnotti, whom Mr Gardini 
appointed as Enimonfs manag- 


ing director more than a year 
ago, as an “important fact” 
which needed to be digested 
before the assembly met 
Senior managers in both Eni 
and Montedison now expect a 
flurry of contacts between the 
two companies and with govern- 
ment ministers in a renewed 


search for an agreement The dis- 
cussion will inevitably focus on 
the capital increase proposal as 
the basis for a compromise. 

Since neither Eni nor Montedi- 
son wants to sell its stake, a capi- 
tal increase could be a means of 
perpetuating the current share- 
holding balance while conceding 
Mr Gardini's demands on Eni- 
monfs future Industrial strategy. 

It is tonu ght My Garrilnl 
would underwrite about IAOOObn 
of the capital increase by putting 
Himont, Montedison’s US poly- 
propylene subsidiary, into Eni- 
mont This would provide the 
basis for moving the joint ven- 
ture into higher added value 
products which is where Mr Gar- 
dini inatota it thmiiii be. 

Given the Government’s insis- 
tence that the public sector must 
maintain its stake in Enimont, 
Eni would have little problem in 
securing political approval and 
financial sup p or t for underwrit- 
ing its L4,000bn share, leaving 
ra.nnnhn for possible placement 
in thud-party hands. 


Top UK insurers hit by bad weather 


By Patrick Cockbum In London 


COMMERCIAL: Union and. 
General Accident, the UK com- 
posite insurance companies, both 
apnomced sharply reduced pre- 
tax profits In 1989. They blamed 
bad- weather and toe effect of 
heavy competition an their prop- 
erty-casualty business. ■ 

Results from Commercial 
Union (CU) were a little better 
than expected, but the dividend 
increase of 13.6 per cent from 
General Accident (GA) was less 
than the market had hoped for 
and its share price fell 40p from 
U06p to 1065p. 

Tbe share prices of other com- 
posites also suffered in toe light 
of the poor trading results, dimin- 


itoed expectations of hid interest 
from abroad and continuing low 
premiums for non-life business. 

‘At CU pretax profits foil by 2S 
per cent to £160Am ($253m), 
while at GA they were down even 
more sharply at £147m compared 
with £294m last time. 

CU. tbe object of frequent bid 
speculation In the past, 
announced for the first time that 
independent consulting actuaries 
had valued the life-insurance side 
of the company’s business at 
more than £L5bn. The company 
said investors often underesti- 
mated the strength and stability 
of its life business. 

Both companies were hit by 


catastrophe claims in the US. GA 
lost £74m due to damage from 
Hurricane Hugo. CU said that 
and other exceptional US 
weather losses had cost £88m. 

Speaking of the storms and 
floods in the UK over the last two 
months, Mr Scott Robertson, 
chief general manager, said that 
GA's gross claims might be in the 
order of £60m to £70m for the 
storm on January 25, hut that it 
was reinsured for all losses above 
£L5m. CU put the cost of the UK 
and con t i n ental European wind- 
storms at £40m. 

Mr Peter Ward, CU general 
manager responsible for UK 
operations, said the January 


storms were more costly than the 
198 7 hurricane bu t said it was too 
e ariy -to p r edi c t fi nal-costs. 

The surprising rfampnt in GA's 
fourth quartet was the fell in its 
motor account, which recorded a 
loss of £l6m. Mr Robertson said 
that this was due to an increase 
in expensive claims 

The poor trading results from 
the composites come as expecta- 
tions of a hid from Europe, which 
buoyed up share prices in recent 
months, nave begun to evapo- 
rate. Both UAP, the leading 
French insurer, and Axa-Midi 
have denied that they plan fur- 
ther acquisitions in the 
Lex, Page 16 


VW plans 
DM1.4bn 


rights 

issue 


By Andrew Fisher 
in Frankfurt 


VOLKSWAGEN, the West Ger- 
man car company, yesterday said 
it was planning a rights issue 
which analysts said could raise 
up to DMl^flm (8875m). It will be 
used mainly to help flrtanre its 
ambitious plans in East Ger- 
many. 

The company itself gave no 
price or date for the issue, but 
said the money would support its 
worldwide investment pro- 
gramme. This also includes 
heavy spending on its plants in 
Spain, where it owns toe Seat car 
producer. The 3m new voting 
shares will be Issued on a one- 
for-10 basis to holders of both 
voting and preference stock. 

VW said it also wanted to 
widen the international spread 
of its shareholders. As well as 
the three big German banks 
- Dresdner Bank (which will 
lead the issue), Deutsche Bank 
and Commerzbank - Goldman 
Sachs International, the US 
investment house, will be 
involved In the issuing consor- 
tium. 

The capital increase comes as 
VW is about to report record 
profits and at a time when the 
West German stock market has 
reacted sharply to the prospects 
for increased business with East 
Germany now that the border 
has been opened. Mr Carl Hahn, 
chief executive of VW, has spo- 
ken with enthusiasm about the 
outlook in the whale af eastern 
Europe. 

"Mr Hahn ha* a fierce commit- 
ment to investment in East Ger- 
many, as he was born there,” 
said Mr Alexander Magana, an 
analyst with Paribas Capital 
Markets in London. He also 
expected VW to increase its divi- 
dend. VW said the new shares 
wonld be entitled to dividend 
payments from the start of this 
year. 

VW has Indicated that group 
net income exceeded DM1 tm last 
year, a rise, of 30 per cent on the 
DM780m earned in the previous 
year. Mr Philip Ayton, motor 
industry analyst with Barclays 
de Zoete Wedd, toe London 
stockbroker, said he was esti- 
mating earnings per share of 
DM60 against DM46 in 1988. He 
and other analysts estimated 
that the new voting shares 
wonld be issued at between 
DM400 and DM460, which com- 
pares with yesterday’s closing 
level of DM540. 

VW, based at Wolfe burg near 
the border with East Germany, 
already has a joint engine deal 
with Its neighbour. It has also 
agreed to develop a new vehicle 
for toe market there end for 
export 


Cadbury defies ASC’s 
proposals on brands 


By David Walter 


FINANCE directors of leading 
UK companies yesterday claime d 
an early victory in their battle 
with the Accounting Standards 
Committee over accounting for 
goodwill and brands after Cad- 
bury Schweppes, the drinks and 
c hocol ate group, declared it is 
putting brands worth 65 1 &8m cm 
its balance sheet 

Cadbury, which yesterday 
announced 1989 pre-tax profits up 
16 per cent to $4Zt2m, said that it 
had no plans to follow the ASC’s 
dr a ft proposals and write off the 
value of the brands against prof- 
its. It said that tbe accounting 
treatment was endorsed by its 
auditors, Coopers & Lybrand 
Defottte- 

Mr Neville Bain, Cadbury’s 
finance director, argued that it 
made no sense to write down the 
value of ah intangible, asset, the 
value of which wonld hopefully 
he Increased by expenditure on 
advertising and marketing. If the 
accounting proposal ever became 
a fully-fledged standard, the com- 
pany would be able to live with a 


how 
, Mr 


note in the accounts 
and why ft d id not 
Barn 

Cadbury's move reflects a 
growi ng belief among finance 
directo r s that the ASC’s contro- 
versial proposals are unlikely to. 
be adopted in their present form. 
Moreover, observers said that 
Cadbury decision to defy the 
draft ruies actually Increased the 
likelihood that toe proposals 
wonld have to be redrafted by the 
new standards regime which 
hihim in this summer under .Sir 
Bop Dealing. 

Mr Graham Stacy, technical 
partner at Price Waterhouse, said 
yesterd a y: “The ASC will have to 
think pretty carefully before 
going any further now that a 
major company has ignored the 
technical release. 

“It wonld make a mockery of 
the consultative process if the 
ASC ignored the groundswell of 
opposition to toe proposals in 
both toe industry and the 
accountancy profession.’’ 

Lex, Page 18; Details, Page 22 


Bond wins back brewing empire 


By Chris Sherwell in Sydney 


MR ALAN BOND, tbe Australian 
businessman under pressure 
from creditors and regulators, 
had a dramatic reversal of for- 
tune yesterday when receivers 
were unexpectedly ordered to 
relinquish control of his brewing 
empire. 

The order handing the reins 
back to his flagship Bond Corpo- 
ration came from the foil bench 
of the Supreme Court of Victoria 
and overturned a controversial • 
decision made on December 29 
and confirmed bn February 9. ■ 

Bond Brewing Holdings, a 
wholly-owned subsidiary of Bond 
Corporation a nd bre wer of Swan, 
Castlemaine XXXX and Tooheys 
beers, appealed against the deck 
sions and learned the outcome’ 


yesterday at toe conclusion of 
five days of hearings. 

Apart from giving Mr Bond an 
important psychological boost, 
toe pronouncement has implica- 
tions for other cases before tbe 
court brought by US noteholders, 
whose payments were held up 
because of the receivers’ appoint- 
ment 

ft may also revive long-stand- 
ing plans by toe parent Bond 
Corporation to sell off its brewing 
interests through Bell Resources, 
its 68 per cento wned subsidiary, 
which on Tuesday announced a 
massive A$862m (US$6 63m) 
interim loss. 

The two sides to toe legal bat- 
tle were yesterday understood to 


to toe court The hanks, which 
ard led by the National Australia 
Rank and are owed A$880m, indi- 
cated that they would not move 
against Bond Brewing again 
without adequate prior not- 
ice. 

Tsoy Hall in Wellington writes: 
Before the Victoria Supreme 
Court order was announced, Mr 
Douglas Meyers, Lion Nathan 
managing director, said Ms com- 
pany was close to agreement 
with Bell Resources on a joint 
venture to buy toe brewing 
assets of Bond Corp, Ball’s par- 
ent 

An agreement would avoid a 
legal fight over who had priority 
rights to buy the breweries, he 
said. 
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Shearson confirms loss of 
2,000 jobs to save $400m 


By Janet Bush in New York 

SHEARSON Lehman Hutton, 
the struggling Wall Street bro- 
kerage backed by American 
Express, confirmed yesterday 
it win reduce its workforce by 
around 2JXX) during the next 
month in a cost-cutting plan 

designed to achieve anr»yd 
savings of some 9100m. 

Mr Howard Clark, the former 
chief flwflnniai officer at Ameri- 
can Express who replaced Ur 
Peter Cohen as chief executive 
of Shearson a month ago, 
detailed the company’s pla ns 
in a letter to employees circu- 
lated yesterday morning. 

He said the immediate plan 
to cut costs and a far-reaching 
strategic review would entail 
significant charges which 
would have a negative impact 
on first-quarter results. 

The infusion of another 
9750m in fresh capital from 
American Express announced 
late on Monday, which took 
the total recapitalisation of 


Shearson first announced in 
December to fLdSbn, gave the 
brokerage ***** flwanHai flwiMT- 
ity to undertake this compre- 
hensive review, Mr Clark 
said. 

American Express’s stake in 
Shearson now rises to more 
than 70 per cent from 61 per 
cent The two companies hope 
this week's news of an expan- 
ded capital injectio n, a strate- 
gic review and cost-cutting will 
bolster investor confidence in 
the brokerage. 

Mr Cteric said yesterday the 
major credit rating agencies 
had responded positively to 
these steps and reaffirmed 
Shearaon’s credit ratings. 

The cost reduction plan was 
initiated by Mr Clark and a 
team of senior executives, in 
dose consultation with Ameri- 
can Express, on the day he 
tot* over at Shearson on Janu- 
ary 30. 

The strategic review win be 


undertaken by Shearson staff 
and .outside consultants end 
**arfH unmin B wivHm enter- 
prise from fire ground up.” 

Mr Clark, with a reputation 
from his time at American 
Express as a conservative and 
competent numbers man, said 
the mandate was broad. 

' The strategic review could 
lead to scaling down certain 
businesses or getting out of 
them altogether, entering 
strategic partnerships in 
certain markets or concentrat- 
ing on particular market 

Tlichwq 

He added that Shearson was 
committed to maintaining its 
leadership positions in individ- 
ual investor services, invest- 
ment r-anlt-ql markets 

and asset management How- 
ever, even core businesses win 
be examined closely to ensure 
that the company focuses on 
areas with the gre a test profit 
potential. 


Usinor Sacilor 
in talks with 

Mannesmann 

By George Graham 

USINOR Sacilor, the French 
state-owned steel group, is in 
discussions with Mannesmann 
Robrenwerke, the leading West 
German steel tube and pipe 
producer on possible Industrial 
and commercial co-operation in 
the luge pipe sector. 

The market for pipes of over 
16 inches diameter Is at the 
moment weak, with short-time 
working in some plants. 

Two of Usinor's pipe plants 
are in West Germany at Us 
Bergrohr subsidiary, near Man- 
nes mann 's Mfilheim plant. The 
other three Usinor pipe plaids, 
belong in g to its GTS Industries 
subsidiary, are in France. 


Grupo Tudor to buy 50% 
stake in Neste Battery 


By Enrique Tesslerl In Helsinki 


NESTE, the Finnish 
state-owned ail and chemicals 
group, plans to sell 50 per cent 
of its battery division to S.E. 
Del Acumulador Tudor (Grupo 
Tudor) of Spain, one of 
Europe's leading battery com- 


Mr Tapto Harra, president of 
Neste’s battery division, said 
he thought both companies 
would sign a final agreement 
“by possibly next week." 

Neste Battery is a leading 
Scandinavian producer of 
industrial and starter batteries 
with net sales reaching 
FM436m ($109 An) in 1999. 

Analysts believe Neste wants 
to concentrate on its tradi- 


tional activities, which include 
oil t radi n g, refining, chemicals 

and gnu. 

Group net sales for the com- 
pany, Finland’s largest, 
reached FM34.7bn_ 

Mr Harra said that the sale 
of 50 per emit of its battery 
business to Grupo Tudor 
“would help to increase [the 
division’s] competitiveness, 
volume M addre ss the chal- 
lenges of 1992 and the 19908.** 
Grupo Tudor’s net sates for 
last year reached 9500m. 

The deal is expected to give 
Neste Battery and Grupo 
Tudor secure footholds In their 
market areas. Including west- 
ern Europe and Scandinavia. 


Wilrig blames results on currency loss 


NORWAY’S Wilrig offshore oil 
drilling rig group, formed last 
June after it was hived off 
from the Wilhelm WUhehnsen 
shipping group, sailed into the 
red last year with net losses 
of NKr445m ($6.85m), Karen 
Fossil writes from Oslo. 

The group’s directors attri- 


buted the poor result mostly 
to a net currency loss 
of NEi&Um on the company’s 
dollar cash balances 
and to NKrl2m in net interest 
costa. 

“The group’s conscious 
icy is to protect the US 
purchasing power of its cash 


resources, since the cost of its 
fixed assets and most of its 11* 
MBBss are dollar itowmhwHwi 
or determined,” Wilrig 
explained. 

Gross revenue in the six- 
month period hit NKi935m, 
though mere was an operating 
loss of NKrZLSm- 


Chief quits 
Pearson 
newspaper 
subsidiary 

By George Graham . 

in Paris 

MR ALAIN Sourisseau has 
resigned as chief e x ec utive erf 
Lee Echos, the French finan- 
cial newspaper taken, over in 
1988 by Pearson, the UK pub- 
lishing and leisure conglomer- 
ate, which also owns the 
Financial Times. 

Les Echos said yesterday 
that he had left to "devote 
himself to a personal project," 
but Mr Sourisseau said his 
departure was caused by a 
“profound disagree m ent with 
toe group’s shareholder.” He 
said he had been sacked “in 
particularly * vexatious and 
abusive 

Les Echos said it was 
unaware of any disagreement 
between Mr Sourisseau and 
Pearson, which has in t er vened 
wily modestly to the manage- 
ment erf the French newspaper. 

A year ago, Mrs Jacqueline 
Beytout, the farmer owner of 
Les Echos, resigned the chair- 
manship of the company, also 
citing “a profound disagree- 
ment over the way to manage 
Les Echos.” 

Since tin*", the chairman- 
ship has been held by Mr 
Frank Barlow, now Pearson 
ffn q p mmging iMrec to r. He 
originally said that a French 
chairman would be found 
within six months, but has 
frtwiiM his oresidency far a 
farther year until his succes- 
sor becomes available. 

Les Echos said that Mr 
RUtoi Brocken, formerly dep- 
uty chief executive, had been 
to replace Mg Souris- 

scan. 

Bosch and Intel 
in joint venture 

THE West German electronics 
group Robert Bosch said yes- 
terday it has agreed to develop 
16-bit microcontrollers with 
Intel of the US, AP-DJ reports. 

The agreement broadens the 
companies* »ri«ting basinets 
links, which include Joint 
development of i n tegr a ted cir- 
cuits. 

Bosch said the companies 
will establish a microcon- 
troller development unit at 
Bosch’s Reutllngen research 
facility in West Germany. 


CONTRASTING RESULTS FROM THREE EUROPEAN BANKS 

Risk cover hits Generate de Banque 


By Thn Dickson in Brussels 

RECORD provisions for 
sovereign risks have cut a 
swathe through 1989 prefits at 
G&drals de Banque; Belgium's 
biggest bank, it was disclosed 
yesterday. ' ' 

Mr Paul Emmanu el Janssen, 
chairman, said the to 

provide foil 100 per cent cover 
for loans in 44 developing 
countries specified by Bel- 
gium’s bank regulators, was 
b ffhfod the two thirds drop- in 
consolidated net profits from 
BFr7.Sbn (?2I3.7m) in 1988 to 
BFr2,6bn last year. 

He explained that B FtSSm of . 
general provisions beyond the 
“usual allocations" had been. 
made because of the “realisa- 
tion that toe majority of the 
countries in question continue 
to face problems with servicing 
their foreign debt." 

The basic difficulty, he 


added, “is more one of sol- 
vency than liquidity, despite 
seven years of uninterrupted 
economic growth in the indus- 
trial countries." 

Gdndrale de Bahque’s wilt 
bigness to take it cm the chin 
at this stage was prompted in 
part by the recent shift in pro- 
visioning policy by leading 
British and American, banks 
and to part by the onset of new 
domestic challenges for the 

T^lglan hanloi 

As Mr -Janssen said yester- 
day profits have been bit by an 
inverted yield curve at borne 
and abroad and by recent dere- 
sulatton in Rflighrm which fa** 
started to “make ttyrff f»it par- 
ticularly as regards the liabili- 
ties side of the halftwce sheet" 

Competition for deposits 
from the country's smaller 
banks has been growing to 


recent months, and can only 
intensify from today when the 
Government’s decision to 
reduce the level of withholding 
tax on bank and bond interest 
comes into effect 
Despite toe challenges - 
and Its . recently announced 
plans to Shed several hundred 
employees - toe bank said 
yesterday that it intends to 
maintain toe dividend payout 
This involves a net tr ansfer 
of BFi&dbn from consolidated 
own foods (BFr77.9lm at 31 
December). Although the bank 
has taken measures to comply 
with the 7 per cent risk asset 
ratio scheduled to come into 
force in 1990 under the Cook 
committee guidelines, other 
actum will be needed to hit toe 
8 per cent target which conies 
into effect in 1992. 

Mr Janssen waa at pains yes- 


terday to underline toe basic 
soundness of the "bank. 

Without the additional provi- 
gkms, net profits would have 
been 42 per cent higher, the 
hank was confident that some 
of the provisions would ulti- 
mately be written back, and 
the rest of the loan portfolio 
was “sound". 

In a dear reference to 
another Belgian Institution 
which has been exposed to 
high risk across toe Atlantic, 
be observed: “We have no 
]rq iT V ? outstanding to borrowers 
who have made international 
•hPwdfineK to the field of highly 
leveraged transactions or any 
other area.” 

The hank's balance sheet 
total rase by 45 per cent to 
BFr2,436bn, with customer 
deposits showing a 7.6 per cent 
increase to BFTl,42lbn. 


Bigger payout as Amro profits soar 45% 


By Laura Raun in Amsterdam 

AMSTERD AM-Rotterdam 
Bank, the second largest com- 
mercial hank <n thn Nether- 
lands, saw its 1989 earnings 
soar by nearly 45 per cent on 
income that outpaced expenses 
Eitfi y nli^ir y CSZZ25- 

Reflecting the robust perfor- 
mance Amro boosted its 
«mnwi dividend by aimm* 8 
per cent to FI 5.60 ($2.95) a 
share 

Net income jumped to 
FI 84£&n in 1989 from. FI 587m in 
1988 althoug h per-share earn- 
ings rose much less, by about 
12 per cent to FI 11.90 from 


F11Q53. . ; 

Extraordinary gains of 
F1128m resulted from the par- 
tial unravelling of Amro’s alli- 
ance with Gdndrale de Bafrque 
of Belgium. 

A mm halved its IQ oer 
indirect stake in Gdndrale, sell- 
ing tiie 5 per emit for a book 
profit of FI 128m, and convert- 
tog the rest Into a. direct 5 per 
cent holding. Without toe 
extraordinary gain, Amro’s net 
profit would have climbed 
about 23 per cent to FI 721m. 

Mr Roelaf Nelissen, chair- 
man of Amro, called 1989 a 


“successful” year, but he 
was extremely cautious about 
prospects for this year. 

“The current very consider- 
able uncertainties in the vari- 
ous markets (interest rates, 
foreign currency exchange, 
rates, stock exchanges) prevent 
Amro from making any pro- 
nouncements at this stage an 
the financial results for the 
current year,” be said yester- 


the uncertainties, he 
said Amro was more likely to 
accelerate expansion abroad 
than to slow it down, following 


a period of fairly rapid growth 
overseas. Possible target areas 
include Eastern Europe, where 
a representative office in Buda- 
pest recently was set up, and 
fiannria 

Total income rose about 5 
per cent to F14J.7bn in 3989, 
fuelled fay a surge in commis- 
sion income. Total expenses 
edged op only 2 per cent to 
Fl25bn as salaries and social 
benefits were kept under con- 
trol. The balance sheet total 
grew to FI 180 bn at December 
31, 1989, from FI 168 a year ear- 
fler. 


SBC boosted by improved net commission 


By John Wicks in Zurich 

NET PROFITS of Swiss Bank 
Cor p or atio n (SBC) rose by 11 
per cent last year to a record 
SFr7495m (2505.4m), due pri- 
marily to an 8.5 per cent 
Improvement in net commis- 
sion income to SPTLSbn. 

At the shareholders' mtwHng 
of April 10, the board is to pro- 
pose an increase in nnwmil div- 
idend from SFrlS to SFT14 per 
share awd participation certifi- 
cate. 

After Union Bank at Switzer- 
land bad given its first-ever. fig- 
ure for consolidated assets last 
week. SBC took a similar step 
yesterday. The c o rresponding 
balance-sheet total reached 
some SFrl90bn. 


The parent bank, -Switzer- 
land’s second biggest, 
accounted for SFrl625bn or 
this sum. This represented a 
55 per cent increase ever the 
previous year, of which a 
“good two-thirds** is at tri b ute d 
to the i n tegr a tion of the Lon- 
don subsidiaries SB Cl and 
SBC! Savory Mfon and that of 
the Swiss regional bank Caisse 
d'Epargne du Valais. • 

Loans and advances to dir 
eats increased by 265 per cent' 
to SFl965tan, more 6™ offset- 
ting a drop at 175 per cent in 
inter-bank lending to 
SFr969bn. 

Net Inte rest income rose 45 
per cent to SFrl56bn. Profits - 


from currency and precious- 
metals trading increased by 
1L4 per cent to SFr49L8m, 
earnings from securities droo- 
ping 19 per cent to SFr5455m- 

M r Frehner, the execu- 
tive, said losses from toe 
bank’s involvement in toe Ger- 
man Co-op retailing concern 
totalled SFr365m and these had 
been fully written off. 

SBC had not participated in 
Co op’s January capital 
increase, primarily because of 
the lack at an issue prospectus 
within the subscription period- 
hut also “because no details 
were available on Co op’s cur- 
rent situation.” 

He expressed Us confidence 


that the London operations, 
now combined in the local 
branch, would return to profit 
in 1990. The 1989 deficit had, he 
added, been much less than 
that for the previous year. 

With regard to the current 
di spute inv ol vin g Eagle Trust, 
the UK mini-conglomerate 
being investigated by the seri- 
ous fraud office, Mr Frehner 
said the transaction in ques- 
tion had been “Inherited” 
when the bank acquired 
Savory Mffln 

SBC had investigated the 
matter thoroughly some 
months ago and viewed the 
Eagle Trust claim as “unjustif- 
ied." 





Citicorp Banking Corporation 

U.S. $250,000,000 

Cgnutaul Flostiag Sm SobonlioKcd Capital Notes Doe }iiy 10, 1997 
Uacew&ZaMUtBf Gvarmneed os 3 SvhonllMtra] Bam fry 

OTtCORPO 

Pursuant to Paragraph (d) of the Terms and Conditions af the Note* notice 
is hereby ahen that the period in respect af Coupon No. 20 wl ran from 
March 16, 1970 to April 17, 1990. A further notice wfl be pufa&hed 
advising Rate of Interest ond Coupon onward payable. 

March 1, 199Q.Loo<ky> 
fly Gftonk NA. fCSH Pepti, Agent tonic 


CfTIBANKO 


Central International Limited 

U.S. $150,000,000 

Floating Rate Notes due 2006 

For die three months 28th February, 1990 to 3 1st May, 1990 the Notes 
wiU canv an interest tare of 8.4375% pec annum with an interest amount 
of U.S. $215.63 per U.S. $10,000 Note and U.S. $2,156.25 pet U5. 
$100,000 Note payable on Jlst May, 1990. 


a Bankmlhitt 

Co m p a n y , ! on ri on 


Agent Bank 


BEAR 

STEARNS 


•• “v: • ” A- • 4 . ^ . "la p.-* 

All of these securities have been sold. This ^onouncement appears as a matter of record only, 


New Issue . ’ 

$65,000,000 

ELM International Limited 

135% Guaranteed Secured Notes due 1992 
Unconditionally guaranteed by 


Empresas 
La Moderna 

S. A. de C-V. 



Financial Advisors 

Bear, Steams & Co. Inc. 

Placement Agents 

Bear, Steams &Co. Inc. 


Fonlyser, S.A. de C.V. FON1YSER 


Servians 
Financier ! as 
Weyados 



Bear, Stearns International limited 
London 


Dynamic Financial Services Inc. A.V.V. 


February 1990' ' 


ATcn fiontdAusfraStt^Mmtk . 

(I mwwi ddji Curit urfB oWfty hi ti* San» tfVhxtwia, itmw iia) ■ . \ 

National Australia Bank Limited : 

UJS. $50,000,000 

Floating Rate/High Initial 

Spread Notes due 1993 

For the six months 26th February, -1990 to 3bc..Augitft, .1990. the . 

Notes wil> cany an Interesrrweof 11%% pet annum with an interest 

amount of U.S. $610.14 per U.S. $10,000 Note.' 


B Bankers Trust - 
Company, London 


Agent Bank 


First Chicago Overseas 
Finance NVV. 

U.S. $100,000,000 
Guaranteed Floating Rate 
Subordinated Notes due 1994 

For die three months 28th February, 1990 to 31st May, 1990 the 
Notes will carry an interest rate of 8llt% per annum with, a coupon 
ouounr of ILS. $218.82, The relevant Interest payment date will be 
31st May, 1990. 

Listed on the London Stock Exchange. 


B Bankers Trust 
Company,LoiKkm 


Agent Bank 
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offer to 


Sr,'.* - 


■ir - rj . 



By David Goodbut in Bonn and Rod Oram In New York. 


/a* : 


F? 


45°/, 


LUFTHANSA, - the .West 
German airflne,hasrafecteda 
$350m offer to boy Pan Am’s 
West Berlin route- subsidiary. 
International German Services. 
However, Lufthansa says that * 
talks between die two compa- 
nies are cQ ntin niiig 

As a result of Germany's spe- 
cial post-war status. Lufthansa 
is not allowed to fly directly 

over the tnner-Gemiaii bordear 

and dvil air traffic to West 
Berlin is monopoHsedby US, 
British French com panies. 

However the three Western 
allies and the Sovi et Union, 
under jujmsutb from BcmD* bug 
expected to abolish this restric- 
tion soon. 

Financially troubled Pah Am. 
is likely to strifer more than 
any other airline from 
increased w w w p ’ tiHnri on Hw 
hitherto profitable Berlin route 
and is thus trying to capitalise 
on its political advantage while 
it remains. 

Mr Heinz Rnhxuxa, Lufthansa 
chief executive, has com- 
plained In past that tto US 


authorities have been least 
amenable to change because of 
imessure from Pan Am, . 

Most 'analysts believe Luf- 
thansahas little interest fit 
acquiring Pan Am's business,: 
widi its 2^00 staff., and rela- 
tively old Boeing 727-200 fleet, • 
as' it wffl soon be able to pot ft 
out of bnstneas by competing 
against it 

However Pan' Am does hdd 
valuable assets in its “slots" at 
Wert Bedmand' Frankfort air- 
ports which might be attrac- 
tive to Lufthansa. Although 
West Berlin has no shortage of 

Slots Pan .Am has especially 
at trac ti ve ones there and good 
slots are in short supply in 
Frankfort. 

Pan Am, which urgently 
needs to raise more cash from 
asset sales, declined to com- 
ment in New Tack oh whether 
it was negotiating with Lof- 


Xt pointed out, however, that 
it had two' distinct operations 
in Germany: the local 
operations of Pan American 


WotW Airways, which runs the 
internal Genoan service; arid 
Pan Am Ezpxees, a commuter 
aiffihe. flying small turbo-prop 

ahfHifere. 

. Pah Am Express was set 19 
in Baffin in 1986 and serves 11 
cities in Europe. Should its sis- 
ter company's internal German 

services be sold, the commuter 
airliner would continue to 
serve a number of cities from 
Berlin. Separate from the Ger- 
man service. Pan Am World 
Airways also , serves 36 other 
European cities. 

Although the internal Ger- 
man service has been profit 
able for many years for Pan 
Am, increasing competition in 
the past year has hurt Its 
results. Pan Am C o rporat i on, 
the holding company, men- 
tioned it as a factor in its 1969 
third-quarter loss of $l8m 
before gains from asset sales. 

Pan-Am is expected to ran 
up farther losses in coming 
quarters, requiring further 
asset sales to shore up its bal- 
ance sheet. •• 


»-• /. : ’ -■/; 
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Levi Strauss up 
on collapse 
of Communism 


LEVI Strauss Associates, the 
world's largest clothing 
maker, said sales overseas 
rose substantially in 1989 and 
the trend should c on tin u e as 
more eastern Europeans buy 
jeans. Beater reports. 

"We are watching the col- 
lapse of Communism, and if 
ws get some stronger business 
activity and consumer income, 
we think people wot want to 
buy Levis, 1 * Mr George James, 
the company's chief financial 


International safes grew 23 
? per cent to fUtba in 1989, 
domestic sales rose 14 per cent 
•-'•=- to 12.41m: 

• , v Earlier, Levi Strauss 
... *. . j ' reported record income of 
•• - . . $272^m on sales of $3J3m in 

1989, against $UJL9m on sales 
of 33.11m last time. However, 
part of the company’s record 
1989 earnings included a 
$TL8m pre-tax gain from the 
sale of its Japanese subaid- 
lory's stock last Jane. 


Harcourt Brace registers 
strong fourth quarter 


By Karen Zngor In New York 

HARCOURT Brace Jovanovich, 
the US publishing group, 
enjoyed a good fourth quarter 
and reports animal net profits 
for the first *tm« since 1966. 

The Orlando, Florida-based 
group reported fourth-quarter 
net income from continuing 
operations of $i9-5m or 14 
cents a share, against a loss of 
854.7m or $L09 from continuing 
operations a year ago. 

Net Income, for the whole of 
1969, tnrlnding extraordinary 
items, was $12.<bn or 17 cents, 
compared with a loss of 
8126.4m or 82-03 a year eaffier. 
Revenues foil to 3301.7m from 
ISOBfoa a year earlier. 

The company's publishing 
business posted profits of 
3&81m in the latest quarter 
and 3U4m for the whole year, 
compared with a loss of $L98m 
in the last quarter of 1988 
a profit of 8145.7m for the 
whole of 1968, while the insur- 
ance business saw net income 
fall to $30.7m from figm the 
previous year. 


For the whole of 1989, Bar- 
court’s loss from co ntinuing 
operations was sharply higher 
at 8242.2m or 34.14, against 
394.4m or 82-69 a year earlier. 
Revenues grew to gL34bn from 
$L27bn. 

Harcourt said it recorded a 
writeoff at |95m in publishing 
in tiie third quarter, including 
a writedown of inventory, plate 
and development costs for 
• some school publications. 

Operating profits from Har- 
court's insurance business foil 
to 828Jm in 1989 from 847m the 
year before. In th«» third quar- 
ter, the company recorded a 
$17m charge for an insurance 

f yyprtdtinn 

>- In the fourth quartm, Har- 
court sold its theme park busi- 
ness to Busch Entertainment, a 
subsidiary of Anheuser Busch, 
for SLlbn. 

Harcourt said the proceeds 
of the sale woo used to retire 
its long-term bank debt and to 
down all working capital 




AresrSerono climbs by 29.6% 

ARES-SERONO,\>.- the 
QflfriTO-ba w4 phwrmffiinf wtfoini»i 
group, yesterday reported a 
29.6 par cent climb to $62Jim in 
1969 net earnings and proposed 
to -raise its dividend by $3 to 
825 pa- bearer share and by 
$1.20 to 810 per registered 
share. 

Net earnings per share were 
8UA53, against *8836 in 1968, 
whilepre-tax income before 
minority interests was up by 
almost 26 per cent to 89435m. 

Fixed capital spending was 
down to $57-5ta from 8663m in 
1968. Turnover grew by 23-5 per 


-cent'to $51ftBi With. sales Vef 
efhfcMpharinacetaica& advan- 
cing by 19 per cent to 8dm, 
diagnostic products climbing 
by 44 per cent to $83A m and 
over-the-counter drags by 61 
per cent to 814.4m. 

If unfavourable currency 
fluctuations are eliminated, the 
1969 turnover growth would 
have been. 28 per cent, Ares- 
Serono said. 

Last year the US accounted 
for 28 per cent of total sates, up 
from 19.2 pm cent in 1988, but 
the bulk - 63 per cent - of 
the turnover was still made in 


setts, and the group runs sub- 
si diaries and manufacturing 
plants in more than 20 coun- 
tries. No changes were made to 
tiie share structure in 1968. Mr 
Fabio Bertarelli, the Italian- 
horn chief executive, owns 86 
per cent of the stock. 

Ares-Serono in January 
announced it was issuing 
8125m in senior notes through 
Its US subsidiary to a group of 
US insurance ^mpowiwL The 
proceeds were to be used 
partly for acquisitions. . 


y.5?i 
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Compensation for Bougainville Copper 

By Kenneth Gooding, Mining Correspondent 


BOUGAINVILLE Copper, 
whose mine in Papua New 
Guinea has been closed since 
May because of rebel activity, 
said yesterday its insurers will 
pay AS102.5m (QS$78m) in 
compensation. 

The company, 53.6 per cent 
owned by CRA, the Australian 
resources group, previously 
intended to start an action in 


the Victoria Supreme Court, 
seeking AgSOOm from four of 
its insurers. 

In return for the agreed 
payment, to be made on or 
'before April 5, Bougainville 
said it would release the 
in sur er s fr o m qwA»r ha 
1988/89 insurance po licies . The 
parties will meet their own 
costs. 


Bougainville recently 
reported, an after tax loss of 
29m kina (about US83ml far 
1989 compared with a profit of 
108.6m kina the previous year. 

No dividend was paid and 
the company said it would cost 
between 10m kina and 20m 
Una a year to keep the 
Bougainville mine on a care 

and TT^glntamarx-** hmtin 


Wormald 
ahead in 
spite of 
lower sales 

By Chris Sbsrwell 

in Sydney 

WORMALD International, the 
Australian-based fire protec- 
tion g r oup , yesterday reported 
i nterim profits. had more 
quadrupled in a continuation 

of its improvement since 
plunging into fans in 1887-68. 

Figures for the six months 
to December showed an after- 
tax. . profit - of . A $2 3 m 
fUS317,55m). tm from A$Sm in 

the previous corresponding 
period, on slightly reduced 
revenues at A850Sm. . 

The profit figure is larger 
ft«n the group’s twnlwg g far 
the whole of 1988-89, while the 
revenue figure reflects the 
div e stm ent of assets as part of 
a latimndlaatian prog r a mme . 

Mr Bob Mansfield, manag- 
ing director, said the group's 
onshore operations now 
accounted for 82 per cent of its 
s before interest end 
76 per cent of its sales 


The figures show Interest 
expenses on bo r r o w in gs cut to 
am fr om A jlRm, and Ml 
Manaflaid said after a recent 
one-for-five . rights issue to 
raise A$90m, Wormald would 
hSve a. strong balance sheet 
The- Issue included free 
attachable options, end 
allowed .the AFP Investment 
Group, Wormald’s largest 
shareholder, to . r est ructure its 
WJiHny go that, after ranking 
a separate Wormald share 
placement, it could hold a 
grant! tw nnmSnr of fully-paid 

ordinary shares and a huger 
number of options.. 

Earnings per share were 
12.7 cents* up from 2.7 cents. 
An tnteHin dividend of 5 cents 
a share is p rop os ed. - • 


Bankorp hit 
by losses on 
bad debts 

By Jim Jones 

in Johannesburg 

BANKORP, THE South African 
banking group, suffered the 
pffi-rt s at too rapid growth in 
the six. months to December 31 
1989 and has disclosed a 
sharply lower taied profit. 

. The group has actively 
sought new business but at the 
cost of higher bad debt foams 
■sad na rrower -banfcing -nnsr- 


gbte :aa tie Reserve* Hank 
ti ghtene d • numitf si j jwilli fia 
‘ 'br Derek Keys; "the new 
chairman, says the group's 
main shareholders -have 
agreed to accept additional 
dares instead of dividends to 
increase the group’s (Hsdosed 

ca p ital. 

In December the group 
raised R345m (8136m) from its 
shareholders In a recapitalisa- 
tion issue to cover gilt and 
forex trading losses incurred 
fay Trust bank, the commercial 
h at i M n ^ i gnte t hl l at y. 

• The group’s interim dis- 
closed taxed profit tumbled to 
R45.8m from R59.2m In the 
corresponding period of 1888. 
It totalled B lS l . Sm in the year 
to Jane 30 1989. 

Mr Keys adds that tilt trad- 
ing exceeded acceptable risk 
levels, that poor controls over 
forex trading administration 
have been discovered and Out 
irregularities in debt r ec o ver y 
have been alleged. Several 
bank officials have left the 
group in recent mouths. 

The first half*! disclosed 
earnings per share dropped to 
413 cents from 57 A cents and 
the interim dividend has been 
cot to 10 cents from 14 ce nt s. 


Lowering the corporate defences 

Laura Rann looks at changes to The Netherlands’ merger code 


T HE Netherlands, a bas- 
tion of h ighly protective 
corporate anti-takeover 
de fe nces, is quietly moving to 
chip away the walls by bring- 
ing its merger code more into 
line with European Commu- 
nity practices. 

Today new revisions in the 
corporate merger code will 
take effect and more important 
ones are expected before the 
December 1992 deadline for the 
single European market. 

However, The Netherlands’ 
confusing tang le of self -regula- 
tory codes, statutes and laws 
on corporate mergers, acquisi- 
tions shareholders* t igh ts 
may require more systematic 
priming to produce a wili^npn t 
regime to satisfy Brussels. 

*1 suspect we win have some 
rather hot discussions," says 
Mr Hans Hoyinck, secretary to 
thp Sfyi fl l-BHunnwi i q Council's 
Merger Committee, the govern- 
ing body for mergers and 
acquisitions in The Nether- 
lands. "It might be that we 
have to transform the (merger) 
code and its special status into 
law.” 

The merger code is a kind of 
gentlemen’s agreement 
between industry »wH labour in 
which both sides pledge to 
abide by a set of rales about 
takeover procedures. A volun- 
tary code of conduct with no 
legal sanctions, it is enforced 
by the Merger Committee, a 
toothless watchdog that relies 
only on public castigation fra: 
compliance 

The relatively lax require- 
ments leave investors free to 
bufld up steka« in numpaniM 
-without publicly disclosing 
their holding* Nor are inves- 
tors o b li ged publicly to faM far 
tiie rest of the company after a 
stake is acquired through open 


Dutch Mergers 

Numbers reported to Merger 
comfnttee of social - economic 
counci 

800 i 



market purchases or private 
placement 

hi spite of tiie secrecy, no 
hostile takeover has yet suc- 
ceeded in The Netherlands, 
because Dutch companies 
come armed with the toughest 
anti-takeover defences in the 
EC, with the possible exception 
of Germany. Wide-ranging 
powers for sitting manage- 
ment, restricted voting rights 
for shareholders, special prior- 
ity shares friunriiy founda- 
tions for parking preferred 
shares are among the compa- 
nies’ weaponry. 

Nevertheless, two develop- 
ments are eroding the corpo- 
rate walls. One is a wave of 
directives from Brussels that 
will require The Netherlands 
to bring corporate law more 
into line with that of the EC. 

A second development is 
Amsterdam’s aspirations to be 
a "financial gateway to conti- 
nental Europe." 

At the same time, Mr Hoy- 
inck notes that companies in 
the UK, Germany and Switzer- 
land, among others, are 
InnHng to the Dutch wmrfcgfc to 


get a strategic foothold on the 
Continent He concedes that a 
foreign corporate raider intent 
on capturing a Dutch victim 
might ignore the merger code 
and challenge anti-takeover 
defences in the knowledge that 

rfaangaq are tmiwtnant 

“ Un der the surface, there are 
a lot of movements," he says, 
suggesting more takeovers 
could be in the offing. 

From today the merger code 
will be modernised to allow a 
"blind tender,” to provide a 
longer response time for com- 
panies under corporate attack 
and to require more informa- 
tion. from those waging assault 

Under a Mind tender , share- 
holders name the price at 
which they are willing to s»n , 
although the buyer will be lim- 
ited to 30 per cent of the shares 
under the merger code. 
Although the Mind tendpr is 
rare in the UK and .OS, the 
Merger Committee pounced on 
it two years ago when a con- 
sortium of NMB, Staal Ban- 
kiets and Optimix la unched a 
blind tender for Audet on 
behalf of a secret buyer. Audet 
at the time was uud^ 1 * 
from fellow publisher VNU. 

The unorthodox offer was 
retracted under pressure from 
the Amsterdam Stock 
Bvri w mp , but hi g hli ghte d the 
glaring need to regulate it in 
the merger code. 

Mr Hoyinck, among others, 
believes blind tenders could 
prove popular. The blind ten- 
der assesses at what price 
shareholders are willing to sell, 
with less risk of a bidding war 
since holders can raise the 
ante. It also can ferret out 
information on who holds 
shares, an exercise which is 
now hampered by the Dutch 
system of anonymous, rather 


than registered, securities. And 
for the buyer, a minority stake 
is usually cheaper than a foil 
takeover. 

As from today, companies 
waging takeovers will also 
have to explain their "policy 
intentions” rather than simply 
stating their motives for the 
acquisition, its implications 
and planned measures. Compa- 
nies under will have 15 

days instead of seven to 
respond, in the merger code 
revisions, which were adopted 
last month, the Merger Com- 
mittee paved the way for par- 
tial public offers, which are 
now forbidden to ensure all 
shareholders are treated 
equally. Indeed, the Merger 
Committee and Stock 
Exchange were incensed when 
VNU agreed in the dark of 
night to the demands of dissi- 
dent Audet shareholders to 
sweeten its offer, which was 
then extended to all Audet 
holders. 

Partial public offers may be 
permitted if the requirement to 
publicly disclose a stake of 10 
per cent or more is enshrined 
in Dutch law, as is being con- 
sidered. 

Meanwhile, the Ams terdam 
Stock Exchange is still strug- 
gling to curb anti-takeover 
defences in line with EC direc- 
tives, but against members’ 
wishes. Only newly listed com- 
panies are required to limit 
their defences to two while the 
already listed ones are stalling 
in hopes of a watered-down 
Dutch law. 

Some observers believe one 
supervisory body should 
replace the fragmentation 
between the Merger Code, 
Stock Exchange rules, Dutch 
Securities Board, Finance Min- 
istry and Central Bank. 


Egyptian fraud case gets under way 


By Tony Waker in Cairo 

ONE OF the biggest financial 
dramas in Egypt’s history 
finally came to court thi« 
week, and if the opening hear- 
ing is any indication, it is 
Kfcaly to be a long and theatri- 
cal affair. 

Mr Ahmed Tawflk AbdaLFat- 
tah, the bearded 33-year-old 
chairman cf Rayon Islamic 
investment company, along 
with a number of business 
a ssoci ate s, faces Ufa fax fell if 
convicted on charges of 
de fra uding Egyptian invest o rs 
of E£L9tm <3716m>. 

Mr Ahdel-Fattah put up a. 
spirited i Wtew at his initial 
hearing, asking the court to 
release Jdm so he could work 
to repay depositors who poured 
money into his investment 
company between 1982-88, but 
the judges were unmoved. 

The Sayan trial, which has 
attracted blanket coverage in 
the government and opposition 
press, has once again focused 
at te ntion rat the sorry story of 
the unruly and unregulated 
deposit-taking thart rose 

to dizzy heights before the 


authorities belatedly stepped 
in to stop the party in early 
1988. 

By then it was too late to 
rescue the life savings of tens 
Of thnnwanrift of mnflll investors 
who had lodged the equivalent 
at an estimated $2bn in mine 
than 100 funds that mush- 
roomed out of control in the 
mid-1980's. 

The Government interven- 
tion prevented companies from 
continuing trading while a law 
was introduced to clean up the 
deposit-taking sector, but as 
officially-appointed auditors' 
worked through fhe books of 
many -investment houses it 
became increasingly clear lia- 
bilities far exceeded assets. 

In thfl case cf Sayan, there 
was little trace of tens of mfl- 
hons of dollars of depositor's 
fands that were funnelled out 
of the country for investment 
in real estate, and for tra ding 
in c omm o dit ies and currencies. 
Government investigators have 
traced only a fraction of the 
fu nds lodg ed abroad. 

Egyptian bankers say Rayan, 


which was started by a gro u p 
of brothers in the early 1960s 
as a «m«n investment vehicle, 
lost millions in currency and 
gold .speculation, but they 
behove the company still has 
substantial funds in foreign 
accounts. 

They say the location of 
these ftinds is not being 
revealed by the Rayan princi- 
pals in Bw hope Of wring item 
to bargain for lesser sentences. 

There have been persistent 
and well-founded reports in the 
past year cf a bargaining pro- 
cess, between intermediaries 
acting on bebalf of the Govern- 
ment and the accused. 

The fact that these "discus- 
sions" have mate tiffin 
ress, indicates the Rayan; 
abroad may not be substantial 
afier alL 

Meanwhile, the heads of 
other Investment companies, 
who have managed so far to 
escape the drastic fate to have 
befallen Mr Abdel-Fattah and 
his associate s, are un der heavy 
pressure to repay 


A1 Saad and al Sharif, the 
two investment houses allowed 
to continue operating under 
the new Law 146 after satisfy- 
ing government auditing 
requirements, are facing severe 
diffic ulties meeting their obli- 
gations to depositors. 

Other large investment 
houses such as al Hoda Mlsr 
are being obliged to liquidate 
their assets to repay investors. 
But, according to a Hoda Misr 
spokesman, the assets sold are 
realising less than tteir true 
value because purchasers 
know the company is a forced 
seller. « 

The investment companies 
have been widely accused of 
operating “pyramid" schemes 
whereby they paid depositors 
with the funds of new inves- 
tors. They attracted a flood of 
savings by offering high rates 
of return of in excess of 20 per 
cent on deposits under 
so-called “profit and loss” 
arrangements with clients. 
This, in fact, was a thinly dis- 
guised way of getting round 
the Islamic ban an usury. 


FerNZ In fertiliser bid 


By Terry Hall in Wellington 

THE FerNZ group yesterday 
launched a NZ$8JL5m (US$39m) 
offer for control of Bay of 
Plenty Fertilizers In a move to 
give it about 50 per cent of the 
New Zealand fertiliser market 
FerNZ yesterday launched a 
cash and share offer for the 60 
per cent of the company it did 
not already own. 

If the bid succeeds it will 
mean FerNZ is in direct compe- 
tition with the farmer co-opera- 
tive movement which has Dafit 
up a national chain of fertiliser 


companies, mainly through the 
ta keover erf listed public and 
co-operative companies. 

Subject to statutory and 
shareholder approval, the offer 
will give BoP Co-op sharehold- 
ers toe choice of NZ$18 cash 
for every five shares, or 
NZ$UJS cash, or one FerNZ 
share far every five BoiP Coop 
shares. Mr Hoggazd said the 
investment was a commitment 
by FerNZ at a time when farm 
incomes and fertiliser usage 
had begun to increase. 


Toyota S Africa up 14% 


By Jim Jonas 

TIGHTER credit curbs reduced 
motor ve hicle sales in South 
Africa in 1989 and the total 
market dropped to 862,629 
from 357,898 units. However, 
demand was greater than 
Toyota, the country’s largest 
motor manufacturer, could 


The directors believe the 
motor market will fall by 
about 3£ per cent this year 
but expect Toyota to maintain 
its sales at last year's levels. 

Toyota's turnover Increased 


to R2.92bn ($1.14bn) in the 
year to December 31 1989 from 
the previous year’s R2.51bn 
and the pre-tax profit was 
R174.6m against B153.ini, a 
rise of 14 per cant. 

Earnings rose to £22.59 a 
share from B21.93 and the 
total dividend has lifted to 
R4.10 from R3.60. Toyota is 
wholly-owned by South Afri- 
can investors. The Japanese 
Toyota company sells compo- 
nents and licenses manufac- 
turing processes. 
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SPECIAL ANNOUNCEMENT 
USE OF SYSTEM CHARGES 


Seaboard Is pteaaed-to announce that It has fixed Its charges for 
the use at Ka distribution system tor the transportation and 
delivery of electricity to consumers’ premises. The charges take 
effect on 31 March. 1S90. 

Authorised electricity suppliers who may wish to apply for a 
Second Tier Supply Licence and who want to use Seaboard’s 
distribution system to transport their electricity wPI be able to 
obtain details of Seeboard's use of system charges on application 
to the Commercial Director, Seaboard, Grand Avenue, Hove, BN3- 
2LS. 

This announcem e nt complies with the conditions of the Public 
Electricity Supply Licence which will be awarded under section 6 
of the 1989 Electricity Act and to In accordance with section 18 of 
that Act 

Commercial Director. 

Seaboard. 

Grand Avenue. 

Hove, 

East Sussex, 

BN3 2LS 


.TV-’ 3 * 


Rji- . 
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Advertise your house 

in full colour in the Weekend 
FT. 

To find out more, call Lesley 
Proctor 
on 01-873 4896 


CHANGE OF COMPANY NAME 


CHANGE OF COMPANY NAME 

Noticeto holders of Bonds, Notes and Warrants of issues for 


Notice to holders of Bonds, Notes and Warrants of Issues for 

wMchBflBni Finance Trust International limited acts as 


which The Mitsui Bank, Limited, acts as 

Trustee^ Fiscal Agent, Principal Paying Agent; Warrant Agent, 


Trustee, Fiscal Agent, Principal Paying Agent, Warrant Agent, 

Conversion Agent or in any other similar capacity. 


Conversion Agent or In any other similar edacity. 

MITSUI FINANCE TRUST 


THE MITSUI BANK, LIMITED 

INTERNATIONAL LIMITED 





is pleased to announce that. 

is pleased to announce that. 


as a ccmscquence of its forthcoming merger with 

as a consequence of die forthcoming merger between 


The Taiyo Kobe Bank, Limited, its name will be changed to: 

ThcMitsui Bank, Limited and The Taiyo Kobe Bank, Limited, 



its name will be changed to: 


THE MITSUI TAIYO KOBE BANK, 

MITSUI TAIYO KOBE TRUST 


LIMITED 

INTERNATIONAL LIMITED 


with, effect from 1st April, 1990 


with effect from 1st April, 1990 



Ground and First Floor Telephone 01-638 3131 

Ground and First Floors, 6 Broadgsoe, London, EC2M 2RQ 


6Broadgate Facsimile 01-638 1260 

Telephone 01-638-7595 Facsimile 01-638-1285 Telex 886107 M3TFING 


London EC2M 2RQ Telex 888902 MTTKBKG 
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To the Holders of Warrants 
to subscribe for shares of common stock of 

♦ 

SUMITOMO FORESTRY CO., LTD. 

(thc^Company'T 

{Issued in conjunction with an Issue by 
the Company of U.$.$100,000,000 5% per cent 
Guaranteed Bonds Due 1992) 

NOTICE OF FREE DISTRIBUTION OF SHARES 

AND 

ADJUSTMENT OF SUBSCRIPTION PRICE 

NOTICE IS HEREBY GIVEN, pursuant to Clause 4 IA} and 
(B) of the Instrument dated 29th September, 1988 under 
which the above described Warrants were Issued, that an ■ 
28th February, 1990, the Board of Directors of the Company 
resolved a free distribution of shares of common. stodu orthe 

Company at the rate of 0.05 share tor each one share to its 

shareholders of record as of 31 st March. 1M0. 

As a result of such distribution, the 
which shares are issuable upon w**^*^'**™*^ 
be adjusted in accordance with C1ause3 crfthelr^ niment^ 

from Yen 1^5430 to Yen 1^290 JO with effect fran 1st April, 

1390. Scmotaroo Forestry Cot, Ltd- 

Dated: 1st March. 1990. 



♦ 

SUMITOMO FORESTRY CO., LTD. 

(the “CoinfBEiy ,, > 

(issued in conjunction with an Issue by 
the Company of U .SilSO.OOO OOO^ pcr cent 
Guaranteed Bonds Due 1993) 
MOTCEOF FRffiDISTOBUTlONOF SHARES 
AND . 

adjustment OF SUBSCRIPTION PRICE 

NOTICE IS HEREBY GIVEN, pursuant to Clause 4 (Aj and 

srsrssssr 

February, 199a toe Board of Directorsof the Corr^r^ 

resolved a free distribution of shares of 

Company at the rate of 0.05 share for each one share to its . 

shareholders of record as of 31 st March, 1 390- 

As a result of such distobutwn. ^Subs«i#tooriPJfco8j 
which shares are Issuable upon 

be adjusted in accordance with Clause 3 °^ th ®|p 3lr y^ 1 f2L 
fromYen 1 /ffl 7 J»to Yen 1/125.70 with effect from IstAprfl, 

SunritaMForvstryCo^Ud. 

By: TbcSwaitemo Bank, United 
Dated: 1st March, 199a as Principal P*jteg Age*. 


SOCIETE CONCESSIONNAIRE 
FRANCAiSE POUR LA CONSTRUCTION 
ET SEXPLOITATION DU TUNNEL 
ROUTIER SOUS LE MONT-BLANC 

FRF 450,000,000 FLOATING RATE 
NOTES 1907-1997 

in accordance with the provisions of the Notes, novels 
hereby given that the rate of interest for the period from 
February 28, 1990 to May 30, 1990 has been fixed at 
11.1875 per cent per annum. 

On 31 May, 1990 Interest of FRF 285.90 per FRF 10JO0 
nominal amount of the Notes, and Interest of FRF 
2,859.03 per FRF 100,000 nominal amount of the Notes 
will be due against coupon no. 11. 

Notice to holders, including notices relating to the 
quarterly determination of Interest rates, will be 
published only In "L'Agence Economique et Finanaere 
(Paris) and in “The Financial Times" (London). 

. BANQUE INTERNATIONALE A LUXEMBOURG 
Soc16t6 Anonyme 



Mortgage Funding 
Corporation No 2 Pic 

£115,000,000 
C3assB-l 
£11,000,000 
GfcusB-2 
.ge Backed 1 
Rate Notes 
August 2023 
Fot the interest period 28tfa 
Fcbntary, 1990 to 3 1st May, 

1990 the Clas* B-L Notes wifl bear 
interest all5 J125% per annum- 

Imerest payable on 31st May. 
1990 will amount to £ 3 . 910-00 per 
£100,000 Note. Tbe Class B-2 Notes 
will bear interest at 15.6875% per 
annum. Interest payable oo 31st 
May. 1990 «31 amount to 
£3554.11 per £100,000 Note. 
Agon Bank: 

Morgan Gwnmty Trust 

Company of New York 

Loudon 


WEEKEND FT 

Advertisement Rates 


'58523 


Hobs. Thant i 


jasbT 1 




Pvfaa 

col re 

tote 3 

nkS 

9m 

pot 

E 

E 

790 

sore 


4400 

100 ' 


1100 

sore 

WO 

2200 


sure 

1500 

sore 

lire 

8600 

260 

- 


2800 


4800 

■dv VAT 

' 


For further data* write toe 

«IM klmto naal Hare 


financial ti mes 

£«u»0NrawriiwAiiir breh“ 


25 APRIL 1998 
(Moved from 19 March) 


For a fall aEtorial syoojais and advotisenjent dota^t. please contact 

data Oliii il»K* 

ODnO* 

on 01-873 3428/4823 

■rwHinfaniii 


cmcoRPO 

mortgage SECURITIES, INC. 

REM 1C Pass-Through Certificates, 

Series 1987-13 US$57,057,000 Initial Stated 
Amount of Class A-1 CiticertHrcatas 

For the period 1st March. 1990 to 1st June, 1990 
the Class A-1 Gtkenificates will cany an 
interest rate of 9. 125% per annum with an 
Interest amount of USS19-85 per US$1 ,000 

(the Initial Stated Amount of an individual 

Gticertificate) payableon 1st June. 1990. 

The Stated Amount of toe GticertifiaUss 
outstanding will be 87.01543793% of the 
Initial Stated Amount of the Gticertificates. 
or US$870.15 per individual Gticertificate until 
1st June, 1990. 

-MMaratOflM 

iBnk Wtaliu*in»»«Md>«MS| Mh 


Security 


Pacific 


Merchant 


NATIONAL BANK OF CANADA 

USS150JXXWXX) • 

F i«nHn qRateSt d io f x8 na te d CapilalPebe n pires 

• Due 2087 

In accoidance with the provlsiotw of theDdjenftires. 

notice la hereby given that for the ate roprm interest period 

from Fetxuary 28. 1990 to August 31. 1990. 
the Debentures will carry an Interest rate of 8 %■ % per annum. 

The Interest payable on toe relevant interest payment date. 

August 31. 1990 wfflwTKjuntto, • 

USS 43784 for Debentures of USS1Q.OOO no minal an d 

USS 4J378^40 for Debentures of USS100J300 nominal 
The Reference Agent 

Rh KREDIETBANK 

SA LUXEMWJUKGBOtSE 


SINCE 1S48 

east river savings dank 

East River Savings Bank 

U.S. $100,000,000 Collateralized 
Floating Rate Notes due August 1993 

For the three months 28ch Febiuary. 1990 to 31st May. 1990 toe Note s 
will carry an interest rate of 8.425% perannum with an Interest 
anujuni of U.S. $2,153.06 per U.S. $100,000 Note, payable on 
3 1st May, 1990. ^ — 


Q Bankers Trust 

Company, London 


Agent Bank 




CreditanstaltrBankverein 

UJS. $150,000,000 

Subordinated Floating Rate Notes 1996 

For the si* months 28to Febtuary. 19M to 3Ut Augua. 1990^ 
Notes will cany an interest tare of 834% per anmm and coupon 
amount of U.S. $217.22 payable on 31st August. 1990. 


I Bonkers Trust 

Company, London 


Agent Bank 


International Bank for Reconstruction 
and Development 
U.S. $250,000,000 
U.S. Dollar Floating Rate 
Notes due February 1994 

For toe interest period 28th February, 1990 to 31atMay, 1990 
the Notes will carry an interest rate of 6.31% per annum with a cotton 
amount of U.S. $212.37 per U.S. $10,000 Note, payable on 

31« May. 1990. 


I Bankers Trust 
I Company, London 


Agent Bonk 


THE BITTER dispute -between - 
DG Bank and nine French 
banks etmeeming deab worth 
DMSbn (ta.6hn} in the German 
gavemmentbond market have 
forced out into public ga ze to e 
arcane and often murky world 
of repurchase agreements- 
DG maintains there was no. 
repurchase' dement to the cash 
and forward sales concerned, 
and so will not buy back the 
boards. The French banks say 
they will not tak» up the bonds 
nrxkr the for ward agreements 

if DG win not buy them back 
at a later stage. • 

Long a staple part of the US 
money markets, r epos have- 
aim grown up in a number of 
forms in the variola -European 
markets. Regarded, - indeed in 
f tornu m y , aft highly solid and 
traditional business, the exact 
construction of these arrange- 
ntents appear, on closer exami- 
nation, to be a source of con- 
siderable confusion. 

The practice on Wall Street, 
dating back to the 1960s, arose 
from the simple need of securi- 
ties dealers to finance their 
own holdings of bonds, which 
would represent many multi- 
ples erf toe capital at their dis- 
posal. While t oy could borrow 
from banks using toe bond 
portfolio as collateral , the 
( ■ h m pw course was to borrow 
money from investors via .a 
repurchase agreement — -the 
simultaneous sale and repur- 
chase of a collection of securi- 
ties. 


I BankeraTxnst 
I Company, London 


BRADFORD & BINGLEY 
BUIL DING SOC IETY 
£150,000,000 

Floating Rale Notes Doe 1994 
In accordance with the terms a nd con- 1 
(Mom erf tbe Notes, notice ta bwerv 
pven ibnt far the three nywjtotow- 
«t Period tom ^ 

FcfanHuy, 1990 U (bmcxdudiBg) 31® 
May. 1990. the Notes mil carry a rale ! 
of interest of 1514 percent, per amwm. 
The relevant Were*!*)®*" Dale 

wfflte3tehto. twalteCo 

Amount per £10.000 wffl be £3 84.38 
payable rt g allt * a surrender of Coupon j 

Haabros Bank Limited 
Agent Bank 


OPENCAST MINING 

Tl* Ftandsl Ttanr prepares fa ptet* 

iUinnq« 

2Kh March 1990 

For ■ Ml vditreM ■ysepSi sad 
abonJsncal *feik *%•* Mann: 

MMitlb 
on 021 -454 0922 

or write to him iL 

George Home 
George Rosd 
Edgbaston 

pi U^l^jham BlS lPO 
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INTERNATIO NAL CAPITAL MARK ETS — 

Unilever 
issue priced 
into a weak 
market 

By Deborah Hargreaves 
the EUROBOND market faced 

another setback yesterday as 
-Government bond prices 
across Europe tumbled and the 
nuurket looked particu- 
larly weak after disappointing 

tr ^ e $250m Unilever deal 

INTERNATIONAL 

BONDS 


Banking row adds to the 
confusion over repo deals 


Credit Commercial de France 
U.S. $250,000,000 
Floating Rate Notes due 1994 . 

For toe six months 28th February; 1990 to 31si August, 1990 the Note* I 
will carry an Interest rare of 8-4775% per annum with a coupon 
amount of U.S. $433.29 per U.S. $10,000 Note. The relevant interest 
payment date will be 3 1st August, 1990. 

Listed on toe Luxembourg Stock Exchange 


Agent Bank 


I B anfa e r sTtuat 
Co mpa n y, L ondon 


Large institutional investors 
offer dealers what amounts to 
a collateralised loan, far which 
they- get paid, though not as 
much && if they were a bank. A . 
reverse repo, where toe .dealer 
stands on tbe opposite side of 
tho transaction and buys bonus 

Katharine Campbell 
takes a closer look 
at the arcane' 
world of repurchase 
agr eements 

from an investor which he 
fiyn undertakes to sell at a 
fixed price at a future date, are 
the most common method of 
“shorting” the market. • 

- The lion’s share of the Ger- 
man bond repo market exists 
in London, having expanded 
dramatically In the tad 18 
months - partly in. tandem 
with tbe futures contract on 
Llffe. It is firmly US-style, 
where both parties agree a 
start and end date for toe 
transaction, set a fixed rate, 
and write two tickets - one for 
toe sale o£ the bonds, one for 
the buy-back. . 

But the basic repo principle 
is no str a nger to the German 
market, where so called pen- 
sfonsgeschaeft (literally, bed- 
and-breakfast business) has 
kmg existed — sell and buy- 
back arrangements largely 


simitar, except in name, to a 

1975 the Bundesbank 
became concerned that these 
were being used to circumvent 
minimum reserve require- 
ments, thus complicating its 
own conduct of monetary pok 
icy; so that the business went 
dead for a while. However, it 
has re-emerged m a slightly 
restructured form, to take 
account of that concern — 
largely at the instigation oi 
some US houses. _ . 

Meanwhile, in the French 
so-called rfmdrfis market, 
which is largely confined to 
French securities, the ownerot 

the bonds legally bass right 
not to buy back the bonds at 
the end of the term- , 

The market is 
this way because a traditional 
repo would count as a coDater- 
yuirad loan, hence barring non- 
banka from engaging in the 
business. 

While the option has never 
yet been exercised in Pans, 
according to French dealers, 

most international bankers 

who participate to this market- 
say they habitually send a 
te lq y confirming they waive 
this option. .. . 

German bankers say that a 
similar kind of operation used 
to be common to the old-style 
pensfonsgeschaeft, where the 
buy-back ticket was “kept in 
the drawer." However, they 
add that it is now highly 
nnusu&L 


new international bond issues 


Amount m- Om % Mm ftWurtfr 


D-MARKS 

Amvtwxfenv-R utW d n i Bank** 
National Bank of HungoryMO 
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200 
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100 
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received its final pricing yre- 
terday, coming out at a 67 
basis point spread over a 
slightly stronger Treasury 
market. The deal was finally 
priced at 99.45 with a coupon 
oT 914 per emit. 

Deutsche Bank, the lead 
manager, indicated that toe 
attractive yield had been 
maintained at the urging of 
some underwriters to the syn- 
dicate. At this level the bond 
was trading at 99.55 bid and 
Deutsche reported about 75 
per cent of tbe bonds had been 

sold to a variety of European 
investors. 

The German market was 
weaker with a drop of about M 
point at the long end, with 
demand c once ntrated to the 
shorter maturity range. 

A DM2 00m issue for toe 
National Bank of Hungary 
reopened the straight Issue 
market, which has been dosed 
rivu*. mid-January. Since then 
the German market has seen 
only one straight issue, which 
was later withdrawn. The 
Hungary deal was well 
received and was trading just 
inside fees last night at about 
less 2 bid. 

A floating-rate note Issue for 
Amsterdam-Rotterdam Bank 
(ua not see much deman d to 
the market yesterday a nd wa s 
trading outside of underwrit- 
ing fees in a range from 99.55 
to 99^5 bid. The market was 
reluctant to buy the subordi- 
nated deal, which German 
hawk* cannot use for capital 
adequacy purposes on their 
books. 

The market was anted ating 
today’s innovative 9500m to 
$llm deal for Denmark when 
JJ. Morgan issued identity 
numbers for the auction late 
yesterday. This means that 
bidders wfll be identified by 
number only, assuaging some 
fears among nuuket players 
about how toe auction win be 
conducted. 

' THo a uf iln n will be heM this 

morning "between 9am and 
11.30am. Results will be 
announced ah. linn* with final 
pricing and terms to be 
released at 2^0pm. J.P. Mor- 
gan said the re-offer price 
would be held until syndica- 
tion was broken. 


AUlann&UtoBldNK 

Back of Green 99 US 

BeWoreSlUS— 

CMuTeiooctetcrMfi. 

Credit fteeter 96 

Dfudrer Fiona 99 DM.... — 

GEC3920M 

HolKMBS 94 

•mt-InMBtoj’JC- 

Leeds Farm. B/S. 94 


Milk MM. Bid. 593 £ 

NewZreliwd597£. 


NertbeniRock.92£. 

SUttBt. Mm. 98 US. 

WoolwWiEtet.BS.93E. 

Wootwtdi 5v5 

Average prtc* 

converthle . 


_ C. *T Ci IT* 

.08 99-re 

10% 99.08 9938 8/03 9% 
0 10031 3002121/02 801 
063 99.79 990428/02 15m 
X63 99.73 990420(04 831 
1031 100.23 1003328/04 6.97 
10 10848 1000822(02 , 6% 

. 3 100.01. 100.06 9/02 1330 
■0% 99.96 W0.06 17/04 ,15% 

0% 10006 10031 17/M 1537 
0(V 99.90 99.9529/03 15% 
07 99.99 100.0922/02 15% 
0% ,9903 990830/0415.18 
ire 99.97 100.0711/02 801 
' 0% 100.01 100.06 17/04 15.37 
- 0% 10000 100.05 22/02 1531 
On d V 000 on week 0.00 


MMt%a2US. 


ibd* 4% 02 £_ 
cas.h*.5ozre 


7% 02 OS- 


Cm. Cm 
tea prise 8M 

18/87 62. 

^“■ 7 


BiHekl Kao. 3%04 US- 


DaMaBaak3%9SUS 

Mmerka9%02US. 


SWnSFMKC - 

MrtteDMBk.896- — - — 

B.M.W.F1m.MeUi. 5 13 

Brttatea 8/84% 94™. 

CUtfaLW/WSW™ 

©®SSt L7HMd>4% oo 

E.l.84% 

Fkw. Ew-Cd. 8% 92- 

. FMdwrOnll.4% 98 

IJUD.B.62004- 


Republic of Venezuela 

U-S. $100,000,000 

Floating Rate Notes Due 1993 

In aceonfance with the rams and auditions of the Naess, notice 
is hereby given, that the interest rate fix the Interest Period from 
28th February, 1990 m 31st August, 1990 is 10fe% pA The Coupon 
Amoimt payable on the 31st August, 1990 for notes of U.S. $10,000 and 
U.& $100,000 is U.S. $527.08 and US- $5,270.83 respectively 
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Share placing at 
Polly Peck to 
fond US deal 

By Doborah Hargreaves 

AN EQUITY ofltering for Folly 
Feck, the International trading 
company, has extended, to the 
overseas share market the con- 
cept of vendor placing 

arrangements. 

A vendor placement i s co m- 
monly used in the UK du ri n g 
an acquisition of a company 
which is paid for in a share 
issue to stockholders. Those 
shares are then placed by 
underwriters which subse- 
quently pay the sha r e hol d ers 

In mh. 

It is a practice that Is not 
used much to the int e rnation a l, 
share placement market 

Polly Peck yesterday issued 
about 4JBm new shares — val- 
ued st around $31m — to fund 
its acquisition of the Standard 
Fruit and Vegetable Oo of the 
US. Tbe shares were placed by 
Shearson Lehman and Bar- 
days de Zoete Wedd to the Far 
Bast, France, Italy, Scandina- 
via, Switzerland and the Mid- 
dle Bast. The offering was 
completed within half an hour 
yesterday morning. 

The shares were issued at 
379p, or 1 per cent below the 
bid price of the night before. 
Following the offering. Folly 
Peck shares traded up by 10p- 

Index option based 
on five Dutch groups 

Trading in options and fu t ures 
on an IhJm covering shares of 
live Dutch companies will 
start on the Dutch European 
Option Exchange (BOB) and 
Finan cial Futures Market 
(FT A) on March 21, Reuter 
reports. 

The inda* will be based on 
Shares of Akzo, KLBf, Royal 
Dutch, Philips and Unilever. 

Before 1992 tbe BOB plans 
to introduce options based on 
a. European 


MOTOR CARS 

Are you looking lor a used 
high profile motor car? 

Check the selection In the 
WEEKEND FT 
EVERY SATURDAY 
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By Andrew Freeman Ih London, Stephen.Rdler In Tokyo, 
Janet Bush in New York and George Graham. In Paris . 

thK Iik gfltn market,- teccntiy 
dominated by the Gsrinsn mar - 
ket, saw the return of domestic 
influence with a vengeance 
yesterday as release of the lat- 
est UK trade figures caused 
sharp falls across the maturity 
range. 
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GOVERNMENT 

BONDS 


A quiet start gave way to 
hectic marking down off prices, 
with the conce nt rated 

at the Long end. The 11% per 
cent benchmark maturing 
2003-07 rocked by as much as 1 
point, quoted at 103ft to yield 
V-37 per cent 

Losses at the shorter -end 
were less dramatic; but roost 
Issues were marked down by 
about % point. 

Analysts said the. poor trade 
figures had hit gfits xnj^artlcu* 
lar -as the strong level of 

iTTTp nrt g ftuUrartnri *- n n li niitng l y 

robust' domestic demand, ' 

imply in g that thfi UK GflVetn- 

meut’s squeeze on infhdlon is 

bandy working: - 

Later in the day prices took 
a further turn for the worse. At 
the long end, gUta gave up 
another % point with the 
2003-07 benchmark hitting 
102% to yield 1138 per cent An 
aggressive late seller in the 
futures marke t was wamad- - 

■IN GERMANY, a calm day's 
trading saw mixed two-way 
business as the . bund market 
tried and failed to consolidate 
around recent levels. . 

in spite of -a of dear 
direction, prices drifted lower 
early on amid talk that end-of- 
month positions were being 
squared. 

The 7% per cent bund 
maturing 2000 was fixed in the 
morning at 93.86, down from 
94.18 on Tuesday, to yield 8.70 
per cent. Most other issues 
were around 20 pfanwig s lower. 
In the afternoon, however, 
prices fell away a further 30 
pfennigs as the US dollar 
strengthened against the 
D-Mark. 

The bund future also drifted 
off as the day went an, trading 
towards its low at 82 . 10 . 

The Bundesbank announced 
a two-tranche repurchase 
agreement, adding DM35-2bn to 
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the market while simulta- 
neously .draining DM26.9bn. 
Traders said the extra-liquidity 
had little impact. 

The Federal Railway is 
expected to issue shortly a 
domestic floating-rate note, the 
first of its kind for a public 
authority. 

■AN EARLY ratty m Japanese 
government bonds yesterday 
petered out and had mere than 
reverse d itself by the end of 
Tokyo trading. 

The yield on.' the benchmark 
No. up bond, which carries a 
4.8 per cent coupon and 
matures in June 1999, dosed 
above 7 per cent. It weakened 
to finish at a yield of 7.016 per 
cent, against &955 per cent in 
late trading an Tuesday. 

The rally was encouraged by 
the coupon of &A per cent pro- 
posed by the Ministry of 
Finance on the delayed issue of 
new 10 -year bonds, above some 
of the lower estimates. There 
were no r e p orts of 
the m inistry' s debt 
tkm fund, which has moved 
into the market as a buyer in 
recant days when yields have 
topped 7 per cent 

■US Treasury bonds showed 
little negative reaction at first 
to yesterday's fourth-quarter 
GNP revisions, registering 
modest gains at midsession. 
But then confidence wavered. 

In late trading, the Trea- 
sury's benchmark long bond 
was quoted % paint lower to 
yield &53 per cent. 

Traders attributed the after- 


noon losses to some disauDamt' 
meat with the GNP figures, a 
bout off profit taking and a neg- 
ative interpretation of com- 
ments by Mr Atow Greenspan, 
.chairman of the US Federal 
Reserve. He said that the 
chance of a recession was 
below 50 per cent and gave 
very little emphasis to weak- 
ness in the economy. 

Fourth-quarter GNP was 
revised upward to an adjusted 
annual rate of 09 per cent from 
the previo u s l y r eported 0.4 per 
cent rate, a g ain st forecasts of a 
small downward revision. . 

However, this news was 
counterbalanced by d ownwa rd 
revisions in key faflaHwi indi- 
cators. The fixed weight index 
was revised to an annual rate 
gain of 8.6 per cent in the 
fourth quarter compared with 
38 per cent rate estimated last 
month. The implicit deflator 
was revised to an annual rate 
of 32 per cent from 88 par cent 
previously estimated. 

Overall, the GNP revisions 
provided no new justification 
to the US Federal Reserve to 
ease c onditions . “Based on the 
revised data, it would he hard 
to argue that the US economy 
was in a 'recession in the 
fourth quarter/* - commented 
analy sts at GlIggB & SantOW. 

■THE FRENCH Government 
Is to sell between EcnZOOm and 
EcnsOQm of its eight-year bond 
denominated in European cur- 
rency units, at Its auction 
today, coinciding with its regu- 
lar monthly auction of French 
fhmodenomlnated bonds. . 


IPMA to 
streamline 
launch of 
new issues 

By Andrew Fredman 

THE International Primary 
Mmtote Association, the trade 
association which represents 
the banks imderwrittug and 
syndicating Eurobond Issues, 
is preparing new standard doc- 
umentation agreements 
to Introduce greater 
efllrimcy to the launching of 
pre-priced new issues. 

Inter-manager agreements 
are In the final stages of prep- 
aration and- should be 
endorsed by the IPMA board of 
director s within the next two 
weeks. If approved, the system 
would bring the Eurobond 
market closer to the standards 
of efficiency enjoyed by the 
intennitlr« Bri swaps market 

The IPMA system tor the 
Eurobond maxhet will 1 m con- 
fined initially to pre-priced 
deals, cutting' the burden of 
administration and reducing 
legal expenses. Complicates 
deals will continue to have 
KB gpQkf doc ume n t ati on. 

IPMA also confirmed the 
introduction of three changes 
to its recommendations on 
mKedDnc fBr the syndication 
of pre-priced debt issues. The 
changes, which exclude equi- 
ty-linked deals, apply to all 
deals-lssued on orator March 
12. From that date all syndi- 
cate tees will be payable on 
the dosing date, as opposed to 
the e nr r eni five-day Unfit. 

Where a lead manager 
passes on stabilisation costs, 
these must be netted on the 
dosing date, eradicating the 
8t-day period- typical at pres- 
ent. Finally, lead managers 
will no longer be allowed to 
pass on expense ov er r un s- 

Tokyo to raise / 
limits on bonds . 

LIMITS ON issues of straight 
and warrant bands by Japa- 
nese w«"p«"ioo are exi sted 
to be raised soon after a 
planned revision in the com- 
merce law, Reuter reports. 

An advisory committee Is 
planning to sabmit to the Jus- 
tice MWater shortly a request 
for ehMig iea to the law. These 
would allow companies to 
issue twice as many warrant 
bonds and more straigM bonds 
than currently pexntisdMe. . 


Japanese warrants face hard times 

Andrew Freeman on the decline of a once-lucrative Eurobond sector 


T he recant volatility on 
the Tokyo equity mar- 
ket has led managers of 
leading Eurobond houses to 
glance nervously over their 
shoulders. Their worries stem 

not so much from the threat of 

a crisis in the world financial 
system, as the dan per nosed to 
the lucrative dollar-denomi- 
nated equity warrants sector. 

Initially traders of secondary 
market warrants frit that the 
sharp moves on the underlying 
market had been absorbed eas- 
ily, implying a professional 
and mature response. “The 
bounce back in prices after the 
correction showed that the 
equity warrant market has 
f yn nw of age," sa id quo dealer. 

Indeed, cmly days after the 
second largest fall in the Tokyo 
equity market's history, the 
Gresvale Group announced the 
launch of tiie 2atest equity war- 
rant fund - to specialise in 
Japan. Ita mana g era said t hey 
saw good buying opportunities 
in the ereatiy reduced wriews. 

ft was on the primary mar- 
ket, however, that a genuine 
nervousness could be detected. 
So' far this year there have 
been relatively tew issues of 
bonds with warrants for Japa- 
nese borrowers in the Euro- 
market. The new-issue volume 
for 1980 will Mutely be well 
down on 1989. 

There are several reasons for 
this, but the most important 

has been the fti piMslflg rivalry 

of the market for domestic Jap- 
anese warrants. Borrowers 
have found it cheaper to issue 
directly into yen man to tap 
the Euromarket, which 
requires., dollar funds to be 
swapped back into yen. 

This is because the sharp 
rise in Japanese interest rates 
since January has narrowed 
the interest rate differential 


Eurobond now Issue 



with the US, meaning that the 
f or wa rd foreign anmhangp. rate 
at which dollars can be 
swapped into yen becomes too 
expensive when compared with 
simple yen issuance. 

Many domestic Japanese 
deals carry coupons as low as 
0 J. per cent with a typical war- 
rant price of about 24. Traders 
argue that these coupon rates 
will have to rise to the 

W ghw levels available in 
Euromarket 

But in the meantime the 
Euromarket is having to adjust 
to the possibility that the one 
sector ft thought it could rely 
an to generate consistent prof- 
its may now be proving fickle. 

This would be less of a prob- 
lem if there were other sectors 
or products capable of stepping 
into the breach. However, the 
general retreat of bond mar- 
kets «<n«* the be ginning rf the 
year argues against such a res- 
cue. 

The days when a new issue 


of bonds with warrants could 
be almost guaranteed to trade 
at an Instant premium to its 
par launch price appear to be 
over. 

For most of last year the typ- 
ical warrant deal traded at 
between 102 and 107, generat- 
ing huge profits for the lead 
manager and providing hum- 
bler but significant iiiw nna for 
the smaller participants. 

Although the remark became 
a dich6, there was truth In the 
charge that many houses’ pres- 
ence in the Euromarket was 
supported primarily by the 
crumbs they picked up from 
regular positions in equity 
warrant syndicates. 

ft would be an exaggeration 
■to suggest that the Euromarket 
cannot respond to competition 
from the domestic Japanese 
market But the combination of 
changed fundamentals and the 
Ministry of Finance's desire to 
increase its control over the 
equity warrant business is cer- 
tainly enough to raise impor- 
tant questions. 

Even assuming the business 
continues on a smaller scale, ft 
seems likely that the sheer and 
unexpected pace of change will 
force some houses to recon- 
sider their capacity earlier 
than, would otherwise have 
been the case. Another possible 
effect is that syndicate manag- 
ers will have to become more 
realistic in bidding for man- 
dates and more careful in 
accepting positions in other 
banks’ flaala, 

In the last two weeks the 
Eurobond market has become 
rife with renewed speculation 
that a round of withdrawals is 
imminent. Several houses 
which were active lead manag- 
ers last year have been omi- 
nously quiet in 1990. 

Some of the quiescence has 


been due to events in Ger- 
many. For example, investors 
have had little incentive to tap 
the Ecu market while the 
f u t ur e of the D-Mark has been 
so clearly uncertain. Thus, 
houses like Paribas and Credit 
Lyonnais, among the leaders in 
underwriting and distributing 
Ecu Eurobonds, have had a 
reduced presence. 

Looked at from the bor- 
rower’s perspective, the inter- 
national equity warrant sector 
proved itself long ago as a reli- 
able source of cheap funds. In 
the early days it offered a sim- 
ple alternative to the domestic 
Japanese convertible market 

Borrowers today face a grow- 
ing choice of funding alterna- 
tives - they can issue war- 
rants or convertibles not just 
in Japan, but also in Germany, 
Switzerla nd a nd in the Euro- 
dollar market. 

In the short term it seems 
likely that farther equity war- 
rant deals will be postponed or 
cancelled. In the Longer term, 
while the market will recover 
it will do so against increased 
competition ftom other sectors. 

T he likelihood Is that a 
smaller absolute 
amount of issuance will 
be concentrated in a few large 
dwaig, reducing the number of 
issues trading on the second- 
ary mar ket. Smaller and medi- 
um-sized Japanese companies, 
many of which have tapped the 
equity warrant sector In the 
past, may well continue to find 
the domestic market a cheaper 
source of funds. 

At the Mma tune, incremen- 
tal profits will disappear. Pric- 
ing of newly issued and sec- 
ondary market warrants 
should become more precise, 
leaving less room for arbitrage 
and exploitation of anomalies. 


Chase merges custody unit 


CHASE Manhattan Bank has 
announced the mendng of its 
global custody and domestic 
US jmskm trust businesses to 
form a single global securities 
services group, writes Andrew 
Freeman, 

The new unit will have more 
than $250bn of assets under 
custody, ft will be managed by 
Mr Marshall Carter, a senior 
vice president previously in 
charge of Chase’s w aridwide 
global custody dxvJakm. 

The move comes as several 


leading custodian banks form 
Integrated global securities ser- 
vlces operations, curbing 
systems and administrative 
inefficiencies. Separate domes- 
tic and international 
operations in volved e x pensive 
duplication of functions. 

chuw* Manhattan Is among 
.the leading global cnstodi&ns, 
acting as administrator and 
trustee for the securities assets 
of pension funds. Insurance 
companies, banks and *raft 
trusts. 


SBC launches novel option 


SWISS Bank Corp issued a 
second edition of its novel 
options product yesterday, 
allowing man investors to 
gain exposure to or protection 
a pdiwt fluctuations in Swiss 
franc interest rates, writes 
Deborah Hargre a ves. 

The second Issue consists of 
50,000 can. and 50,000 put 
options on the Swiss franc 
five-year London interbank 
otter rate. It follows the initial 
success of SBCs offering in 
August last year. 


An option gives the holder 
the right to buy, via the call, 
or to soU, via the put, a 
notional 7% per cent five-year 
bond with a face value of 
SFrS.OOO. 

The options were launched 
to an enthusiastic market 
response. 

The caU option proved to be 
more popular than the put 
and began trading at SFrl22 to 
SFrl27. The put option 
was trading at SFrl07 to 
SFrll2. * 
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TRADmCHNAL OPTIONS 


• First Dealings 

• Last Dealings . 

• Last Declarations May 24 

• For setttsment Jims 4 

For rata Indications see and at 


Feb 19 London Shan San/lea 
March 2 Calls in OmUc Rea* Tnakar Res* 
Aviva PtL, Body Shop, H a sabros, 
Claremont (UK) amt Stanley, 
liner. 


LONDON TRADED OPTIONS 


■OPTION market turnover fell 
sharply yesterday to less than 
one third at Tuesday's levels in 
the absence of large orders and a 
tack of activity on the underlying 
market 

Wednesday's volume amounted 
to 15,716 contracts, of which 9635 
were calls and 6,481 puts. Yester- 
day’s total compared with 62,650 
on Tuesday. 

Activity waa concentrated in the 
FT-SE 100 index options, which 
accounted for almost 50 per cent 
of the day's business. Usually It 
trades around a quarter. Total 
FT-SE business amounted to 
7,109 Iota, of which 3,415 were 
calls and 3,604 were puts. Yester- 
day’s turnover compared with the 
62,650 FT-SE contracts which 
changed hands on Tuesday, when 
~ - 011s - -rots - 
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a huge 26,0004ot order was exe- 
cuted. 

The expiry of February FT-SE 
options was one reason tor the 
pattern of the day's events, 
although most Investors had 
already closed out their February 
contracts earlier in the week. One 
dealer estimated that expiry busi- 
ness accounted tor less than half 
of the FT-SE option turnover. 

Indeed, trading in March 
options proved to be the most 
popular, indicating that some 
Investors had rolled over their 
expiring positions, thereby main- 
taining an exposure to the stock 
market via FT-SE options. The 
busiest FT-SE option series were 
toe March 2,400 calls, trading 755 
contracts. 

In the futures market, trading 
— ■ calls . ..ran -. 
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was busier aa dealers reacted to 
toe latest UK trade figures. Ini- 
tially the futures market fell on 
toe data, moving from a premium 
over the cash FT-SE index to a 
discount. But the futures market 
rebounded, and pulled the under- 
lying index with it 

The futures market closed at a 
10-point premium, compared with 
16 at Tuesday's close, but above 
its earlier levels. 

Among the stock options, trad- 
ing was quiet Cadbury was the 
moot active, following the release 
of its full-year results. A total of 
896 lots changed hands, boosted 
by a bearish order executed by 
James Capsl. The order com- 
prised the purchase of 360 August 
300 puts at 14p and 350 August 
330 puts at 29. 
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UK COMPANY NEWS 


Fluids boosted by £307m value placed on main brands acquired since 1985 

Cadbury advances 16.4% in mixed year 


By Clay Harris, Consumer Industries Editor 




■iHfi LONG liot summer of 1369 
was a mixed htooring fop Cad- 
bury Schweppes, the confec- 
tionery and soft dr-tnlne group, 
which increased pre-tax profits 
by 16.4 per cent to sssim In 
that year. 

Demand for carbonated 
drinks to quench British 
thirsts more than offset a 
heat-related fell In the appetite 
for c ho co l ates. As a result of 
this, and the move to ikwrcmg 
for confectionery sa ^g tn the 
US, beve rages accounted for a 
majority of trading profits far 
the first time winc e 1586. 

Cadbury yesterday said it 
was placing a balance sheet 
value of £307m on the main 
brands it had acquired since 
1986. These include Canada 
Dry end Crush on the drinks 
side, Trebor and Bassetts in 
sugar confectionery, and Fou- 
lain-in chocolates. 

Mr Neville Bain, finance 
director, said the value was 
based on the cost of the 
brands, assessed by their 
imputed earnings power at the 
time of acquisition. The total is 
less than half the total good- 
will acquired over the same 
period, and Cadbury believes 
the brands are now worth 50 
per cent more, although this 
will not be reflected in the bal- 
ance sheet 

The decision not to depreci- 
ate these assets each year 
through the profit and loss 
account will enliven the debate 
In the UK accountancy profes- 
sion over the treatment of 
goodwill 


Mr Graham Day, nonexecu- 
tive ebwirm ?" , brands had 
to be supported by heavy mar- 
keting and advertising spend- 
ing. “That of course is 
expressed through the PAL. To 
take two hits for the same 

thing Z t hfofr stretches credibil- 
ity.'’ 

Putting brands In the bal- 
ance sheet will double the 
shareholders’ funds which Cad- 
bury otherwise would have 
reported if it bad been obliged 
to write off all goodwill. This 
increases the size of deals Cadr 
bury will he allowed to do 
without seeking approval from 
shareholders, the largest of 
which is General Cinema of the 
US with 168 per cent 

The rise in profits from 
£215. 7m was achieved on turn- 
over ahead 19.4 per cent to 
£2.84bn (£2.38 tm) in the 12 
wnmths to December 80. Earn- 
ings rose to 24439p (23.47p), 
althoug h 2Jp of the 1588 figure 
reflected a one-off ACT credit. 
A final dividend of 7£p raises 
the total to I0.7p (9.2p). 

Soft drinks benefited from 
the addition of Ca n ad a Dry, 
Crush and Sunkist (which is 
mflfjg under licence) and from 
joint distribution with Coca 
Cola in the UK and Australia, 
where Cadbury bought out the 
minorities in its local opera- 
tion. 

Mr Dominic Cadbury, chief 
executive, said: "We’ve moved 
well beyond our traditional 
heartland of mixer drinks. 
We’ve finally made ourselves a 
broad-range competitor worid- 


SfmfeprlM 

Pence . 

450 


Trading profit by activity 
Confectionery .. 



North America 
£38.7m 


wide." 

this sector was 
Spain and Portugal. 

Acquisitions enabled Cad- 
bury to jump to first- place in 
UK sugar confectionery with a 
26 per cent market share, 
against only 4 per cent a year 
ago. Bassett Foods and Trebor, 
in the accounts for nine 
months and 1% months respec- 
tively, together contributed 
£6m. Although their lower 
wnr^na hriii haek the overall 
UK confectionery result; a joint 
selling organisation will be 
later thin month. 

UK confectionery was hit by 
product recalls. Cadbury with- 
drew Nerds, a US sweet distrib- 
uted under licence, because 


customers kept 
ware finding slivers of t 
actually they were lumps of 
sugar. The affair cost £2m hut 
an insurance claim is pending. 

Cadbury also withdrew 
Turkish DeUght and Zausse, a 
crmflar product aimed at chil- 
dren, after an unsightly but 
harmless mould grew in those 
lines during the unusually hot 
apii humid Miiwim r. The reci- 
pes have now been changed. 

The confectionery business 
also bare the brunt of a £6m 
charge tor pension liabilities 
under the new SSAP 21 

Group trading profits grew 
by 22.2 per cent. Underlying 
growth accounted for 95 per 
cent; exchange rate changes 


and net effect at acquisitions 
and dtepoeals evenly split the 
remainder. From 1990, Cadbury 
will use average rather than 
year-end exchange rates. 

Interest payments jumped to 
£3L4m (<i 7,sn>) because erf Cad- 
bury’s heavy spending on 
acquisitions. Net borrowing 
jumped to £424. 4m at the yea* 
end from a £3.2m cash surplus 
in 1588. 

On the «tTBn g ftM»neri l«hn«» 
sheet, gearing is 62.4 per cent 
Interest rate cover fell from 
18 t to 85 times, hut Cadbury 
said it was comfortable with 
anything over five times. 

The shares closed 2p lower 
at 315p. 

See Lex 


DIVIDENDS ANNOUNCED 


Abbey NaSonal ■ i i ■ ■ ^ n 
AMS Industrlea —fin 

BrltMi Kidney fin 

Anatwcber (H) — fin 

BWD Securities 5 fin 

Cbury S ch weppes .-Bn 
Commercial Union —fin 

Craston int 

Beco Int 

First Scot Amer fin 

Gartner* Value Int 

General Accident —Jin 

Jos Holdings Int 

LASMO fin 

Manganese Broran_irrt 

Micro Reprograph Int 

Porvatr S fin 

Sheldon Jones 5 —int 

Stat-Ptus fin 

Tazer Kemstay —Jin 

TR City of Ldn Int 

Usher (Fnutk) § Int 
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Dividends shown pence per share net except where otherwise staled. 
"Equivalent after allowing tor scrip Issue. tOn capital increased by 
rights and/or acquisition Issue s. §U SM stock. SSUnquoted stock. ♦Third 
market ^Carries scrip option. VThird interim making 21-4p so far. 


ML merges defence ahns 

By Paul Betts, Aerospace Correspondent 


ML HOLDINGS, the aerospace 
and component distribution 
company, Is consolidating its 
A»fen«* businesses by 
MT. Aviation and MT- Wi 
Defence Systems. 

The new concern, based at 
Andover, Hampshire, will 
retain the name ML Aviation. 
The parent company said yes- 
terday the move was 
to produce a unit with the neo- 
cBsar y rritfaii mass and tech- 
nology base to handle complex 
defence contracts while 
remaining competitive in the' 
current uncertain defence 
equipment market The merger 
would also involve consolidat- 
ing mnphintng at OQ£ lopfrf30O- 


The company said that 
defence would constitute less 
than 25 per cent of future 
group sales and this p rop or tion 
was expected to decline further 
as civil aerospace and distribu- 
tion activities expanded. ML 
Aviation is a European sup- 
plier of airborne weapon car- 
riage and release systems,' 
infra-red and chaff decoy 
systems and other sy ste ms. 

H was also announced yes- 
terday that ML Slingsby 
Group, the Yorkshire-based 
subsidiary, had won a £i4m 
contract to supply components 
built in composite materials 
for the British Aerospace Jets- 
tream 41 turboprop aircraft 








It's what’s behind us 
today that’s of interest 
for tomorrow 

* 

With so many names behind our company our 
success in the future is sure to increase. 

As echoed by our performance last year. 

Dividends increased. Group turnover increased. 
Investment in research and development increased. 

It's the reason why we’re of increasing 
interest to you. 


1980 1988 

£ million £ million 


TURNOVER 

2,607 

2,357 

+ 11% 

A 

PROFIT BEFORE TAXATION 

278 

230 

+21% 

A 

RESEARCH £• DEVELOPMENT 
EXPENDITURE 

270 

212 

+28% 

jm 

EARNINCSPER 

ORDINARYSHARE 

31.7p 

26.2p 

+21% 

Mm 

DIVIDENDS PERORD1NARY 
SHARE [RAID AND PROPOSED) 

U.0p 

9.0p 

+22% i 

fell 


The above are abridged results which have been extracted from the latest 
financial statements. These financial statements have not yet been 
delivered to the Registrar of Companies, nor have the auditors yet 
reported on them. 


STC PLC. IB PORTLAND PLACE. LONDON WIN 3AA. 


Bid to oust 

Headlam 

chairman 

By Nikki Talt 

A battle could be brewing at 
HMIl— Group, the small 
safety and sports footwear 
group, following news yester- 
day that four shareholders 
have le qnMtia n c d an extraor> 
dbxaxy general meeting to oust 
flu group’s chairman* Mr John 
Chaplin, and deputy chairman. 

The shareholder gr o up is 
fiMifwi by Mr Merit Vaugnan- 
Lee who, in conjunction with 
flmd nmagtn mtm, h— been 
Involved in a number of shell- 
style situations, tike American 
Distributors and American 
Business Systems. Mr Vangh- 
an-Lee, currently abroad, was 
not for co mme n t . 

Ill ilium — which has met 
some of the dissidents -«■ . 
d ec li ned to elaborate tm any 
schemes mooted, but con-, 
firmed that the shareholder 
group controls about 24 per 
cesit of the equity. 

Headlam. shares are cur- 
rently suspended, ahead at a 
planned rcv q. se takeover by 
Cadogan Oakley, a men's 
accessories and ' furniture 
group. They were e xp ec te d to 
iw mn i* t rading te April- • 


Gutting market claims down 
to size as investigation begins 


A S BOTH toe Office of 
Fair Trading* and the 
Department of Trade 
and Indostcy have discovered 
to their flushatiun in recent 
months, .the glSfim. UK lawn-' 
mower- and lawn tracfeoc mar- 
ke£ la- a riot of edaim and count- 
er-claim and a- morass of 
conflicting information. 

This may account for the dif- 
fering conclusions drawn -by 
Mr Nicholas Ridley and Sir 
Gordon Bonie as to whether or 
not Ransomes* £9m uurchase of 
Westwood, the Plymouth-based 
maker of garden tractors, war- 
ranted referral to file Monopo- 
lies and Mergers Commission. 

Certainly, the industry store-, 
tary took account of what he 
tennerf'the ' * uncertainties" 
encou n ter e d: by the director 
general inestahtlshing the ■ rel- 
evant market tdiares. 

These uncertaintieahayetga- 
ationally focused on the ongo- 
ing "tussle for nwdiw leader- 
ship between Qoalcast and 
Ftyxno, whose estimates of the 
state of play have, at times 

tfiwa yd TnarfeoiUy 

But accurate Information on 
Hip smaller, manufacturers 
appears no easier to come by. 
Mr Bob Dodpworth* Ransomes 
chief executive, would say only 
that Westwood has a “good” 
share ' of the domestic ride-on 
mower market when ques- 
tioned yesterday. 

Certain characteristics and 
trends of the. market appear 


David Owen looks 
behind the mass of 
conflicting statistics 

surrounding the 

lawnmower industry 

beyond dispute- Electric mow- 
ers have the lien’s share in vol- 
ume terms, although their 
uKrinbi when mea- 
sured by value owing to their 

relatively low unit-cost. 

Similarly, air cushion or 
"hover" machines have 
undoubtedly gained share in 
recent years at the expense 
principally of cylinder models. 

A comprehensive study of 
the' gardening business by 
Euromonitor, the London- 

based market research comr 
pany, aims inter alia to shed 
n pfrt tm some of the murkier 
corners of the UK grass-cutting 
machinery sector.* 

‘ For example, it puts Wes- 
twood's share of the fasfcgrow- 
ing £20m lawn tractor market 

provide illuminating reading 
for statistics-starved OFT and 
MMC officials: 

Westwood’s nearest rival, 
according to the study, is 
Lawnflite, a US import distrib- 
uted by EP Barrus with 20 per 
cent, followed by Atco with 10 
per cent. Unit sales in 1988 
were some 15,000. The market 


was expected to expand In 
value terms in 1589 by as much 
as 25 per cent. 

In fewnmowers, the outlook 
was less rosy with sates proj- 
ected to fell to £U>5m in 1389 
from £l65m a year earlier. This 
translated in unit terms into a 
decline of 8 per cent from L8m 
to L65m units. 

Electric models accounted 
for 83 per cent erf unit sales, 
against 13 per cent for petrol 
mowers and 4 per cent for 
band-driven brands. In value 
terms, the share of electric 
mowers was 59 per cent, versus 
40 per cent for petrol ami just 1 
per cent for hand-driven units. 

Unfortunately, the study 
does little to resolve the Qual- 
cast-Flymo struggle. In unit 
terms it gave Flymo a mar- 
ginal lead erf 33 per cent to 32 
per cent, with Black and 
Decker c laiming a 21 pa* cent 
share in third place. 

In value terras the situation 
was reversed, with Qualcast 
claiming 27 per cent versus 26 
pm* cent for its arch-rival. 

The high average unit costs 
of the machines produced by 
GD Mountfield, another Ran- 
somes subsidiary, pushed Its 
share to 15 per cent, on a par 
with Black and Decker. Honda 
and Hayter were credited with 
6 per cent each. 

'Gardening into the 1990s, 
'tlished jointly by Garden 
News international and 
Ewvmorutor. Price £1,095. 


Goward resigns from Charterhall 


By John Thomhlli . 

MR RUSSELL GOWABD has 
resigned as executive chair- 
man and joint managing direc- 
tor of Charterhall, *b«» lietefl 
UK subsidiary of Westmex, the 
Australian, investment group 
which went into liquidation 

laid: mmtfii. 

Mr Goward has returned to 
Australia to concentrate on 
sorting out the problems left 
by the Westmex liquidation, 
while discussions are currently 
being held over Westmex’* 59j6 

per «tew»hnMiw(f iq ffiutr - 

terhaU. -There Is, however, no 
question that C fr B]| te r haH wfil 


go into receivership, according 
to the company, as its debt - 
estimated at about £75m - has 
been taken over by the Bank of 
New South Wales. 

Charterhall said yesterday 
that the company’s business 
would continue as normal and 
that Its shares would be re- 
listed once the Westmex situa- 
tion had been resolved. The 
shares were suspended last 
December when Westmex 
MitewH intn emergency talks 
with its bankers. 

Mr Goward did not have a 
day-today operational role at 


Ch art e rhall end bis functions 
were mainly confined to strate- 
gic development. 

Charterhall also announced 
y esterd a y that it was its 
155 per cent stake in A Gold- 
brag, the retailer, to Fletsand 
Investments for fitiin. This is 
at a. considerable discount to 
the stake’s book value which 
stands at £&87m. Charterhall 
will retain a 10 per cent hold- 
ing. 

The disposal represents a 
further move in Charterhall 's 
policy of paring down its non- 
com assets. 


Few fans at Manchester Ship meeting 

By Martin Re^Mi 


THE BOARD Of the 
Manchester Ship Canal Com- 
pany found few ammg 

thosQ.attraidmg^ter. Vgnd agm 
yesterday, in spite dF ieeacttig 
the best result s int he' com- 
pany's Tong “hMory . 

During the often bad-tem- * 
pered meeting, the small abaxe- 
holders T™*d«* It dew that tha 
hitter legacy of the 1586 battle, 
when Mr John Whittaker won 
control, would not go away. 

Mr Robert Hough, chairman, 
faced a barrage, of hostile ques- 
tions, mostly about the com- 


pany’s non-dividend policy. Mr 
Hpogb mM it was a m a tt ra- <jf 
prudent financial planning to 
conserve cash resources. ^ 

• Praising the * advances in 
.p&t operations, he raid- the 
abolition ' of . the Qock Labour 
Scheme Had had « major 
impact cm efficiency. However, 
tougher times lay ahead. 

Mr Hough also defended the 
company's wish to raise 
authorised borrowing powers 
by £45m, despite already hav- 
facilities to borrow on land 
lued at about £UXfcn. 


He said that the current 
share price, which had given 
all shareholders significant 
capital gain, reflected a num- 
ber of property s chemes stiff in 

the, planning stage: ■ 

By^ the 'time: these projects 
were off the drawing-board, 
gearing could be as high as 75 
per cent, he said. 

During the meeting, it 
emerged that the company's 
pension fund had a surplus of 
about HOm. However, this did 
little to satisfy the small share- 
holders; 


COMPANY NOTICES 


PUBLIC D1SCLA1 
in respect of 


M»M 


FAIRLIE INVESTMENTS LTD 
WALLACE HENRY BROOKS 

All members of the public are advised that 
ANZ and all members of ANZ Group Bave 
no known- existing business, or other 
relationship with Fairlie Investments Ltd or 
Wallace Henry Brooks either personally or in 
his capacity as a representative of that 
company. ANZ -expressly and publicly 
disassociates itself from any activities of 
Fairlie Investments Ltd and Wallace Henry 
Brooks. 

MEMBERS OF THE PUBLIC ARB 
REQUESTED TO CONTACT ANZ TO 
CLARIFY ANY MATTER WHERE ANY 
SUCH ASSOCIATION MAY BE 
REPRESENTED OR ALLEGED . 

ANZ 

AUSTRALIA AND NEW ZEALAND BANKING 

GROUP LIMITED 


NOTICE TO HOLDERS OF WARRANTS 
TO SUBSCRIBE FOR SHARES OF COMMON STOCK OF 

KBSK3 NIPPON RAILWAY CO., LTD. 

BU ed f«* rm^ nnrt lnn wWi 

UJS ^200,000,000 4Vi per cent. Bonds due 1994 
(“94 Warranto") . 

• • and 

U^$2OO,I0O,OOO 5ft per rent. Bonds duel»B 
0*93 Warrants”) 

NOTICE IS HEREBY GIVEN Chat, ps a result of the issuance of ' 
additional shares by free distribution Of shares of common swefc^o . . 
storebokfcs appearing on the register of shareholders as of 3 1« 
Man*. 1990 (Japan time) al a ratio of 0.03 newsharos for each onn - 
share hdd, the Subscription Prices of tfac t v apee ri -ve Warrants wiP.be ' 
adjusted pursuant to clause 3 C)<>f die fostrunfedta rdatiog U> die 
Warrants referred to above, as foUows: 

1) Subscription Prices before the adjustment 

94 Warrants ’ Yea 991 .00 per share 

' 93Wariaots . . Yen 1200.00 per time 

2) Subscription Prices after the adjustment ■ 

94 Warrants Yea 9SL10 pet share 

93 Warrants .Yea 1,165.00 per 

3) Effective da» of die adjfelmenh 

1st ApriL, 1990 (hqran time) ■ 

KINKI NIPPON RAILWAY COl, LTD. 
By. IteMMUiBaBiU Ltoted 
1st March, 1990 . aeFTracqni PaytagAgraT • 




COUDERT BROTHERS 
International Attorneys 


-- Steven R. BeharrelJ 

- and 

■ Hugh E. Thompson 

are pleased to announce the formation 
by Messrs. Beharrell and Thompson 
as from 1st March 1990 in London 
of the firm of 


BEHARRELL, THOMPSON & CO. 

Solicitors 
in association with 

COUDERT BROTHERS 


Beharrun, Thompson & Co. Is engaged in the practice 
of Gngfish law internationally hi association with 
Comfort Brothers' offices In New York, Washington, 
Los Angeles, San Francisco, San Jose, Sao Paolo, 
London, Paris, Brussels. Moscow, Singapore, Hong 
Kong, Beijing, Shanghai, Tokyo and Sydney. 


BeharraH, Thompson & Co. 
4 Dean's Court 
London EC4V 5AA 


Telephone; (01) 895-9668 
Facsimile: ( 01 ) 24&-3153 
Ttriqjc 867071 
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LASMO doubles -to £60ni us; i General Accident halved to £147m 


as 


By AndirewBolger 

LASMO, the independent til 
company, yesterday reported 
that profits after tax had more 
than doubled to £GQm In the 
year to December "31 'and 
announced a one-for-two scrip 
issue: . 

Mr Chris Greentree.' chief' 
executive, said higher produc- 
tion .lor. the year, together with 
Increased crude ail prices and 
a stronger US dollar, combined 
to .produce an increase in torn- 
over bom £L50m t6 S283m. ' 

OH prices strengthened dar- 
ing:- 1939 and the average stay 
ling price par harrel of £10.76 
showed a 26 par cent increase 
over the previous year's aver- 
age of £8.54. . 

The board recommended an 
increased final net dividend of 
8J5p per shoe. The total divi- 
dend will thwha hi lUBBi, 
an increase of 32. per cent 
- Cash How from operations 
after tax more than -tripled to 
£147m and at the end of 1989 
net indebtedness amounted to . 
just over £l<frn. Underlying this ’ 
net debt, the average maturity 
of debt had been increased 
from two to eight years. ; • 

Lasmo’ s performance was 
also helped by .a- good return 
on the Elf Aquitaine loan 
notes, obtained in return for 
the 25 per cent stake in-Entar- 
prise which it sold to Elf at the 
end of 1988. The loan notes net- 
ted £48m over the year. . ■ 

The company’s £358m acqui- 
sition of Thomson North Sea at 
the beginning if last year 
the continued international 
diversification of exploration 
interests combined to produce 
a significant increase in 
reserves of oil and gas. Net 
proven and probable reserves 
rose by 68 per cent -to 433m 
barrels. 

Capital expenditure of £142m 
increased substantially from 
the previous year’s figure of 


jmSSc^Sn. CU meets expectations with £150.5m 

‘Southern tJS market of PPI .. . JL 


* V . 

♦ 
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Chris Greeutree: higher crude prices and stronger dollar helped 


JE60m, reflecting higher com- 
mitments to - both North Sea 
activities and to an expanded 
international drilling pro- 
gramme. 

The group plans' to spend 
£125m on exploration next 
year, £10Qm of which will be 
spent overseas. 

. An accounting change relat- 
ing to amortisation of r e s e rve s 
was responsible for £6m of the 
profits increase. 

Subject to - shareholders* 
approval, the bonus shares will 
start trading an April 26. They 
will not receive the 1989 *hw»i 
dividend. ’ 

• COMMENT 

News of the scrip issue and 
unexpectedly -high dividend 
increase sent the. shares up 
from 619p to 632p, but they 
dosed down 4p on the day at 


615p because hoped for news of 
the Westray- well, near the 
Piper field did hot TTmtoHaTinc 
Leaving aside such abort-term 
-fluctuations# the shares have 
deariy came a long way since 
the daft: days of early 1988, 
when they languished just 
above' 200p. Lasmo has done 
well in the p ast ye ar from cur- 
rency movements and ail dis- 
coveries# but the increasing I 
strength of its balance sh ee t 
anti iwntinnwi high spending 
on exploration suggests that it 
could continue to thrive. Even 
at their ' current level, Lasmo 
shares show no sign of a bid 
premium, hut Lafizno’s combi- 
nation of exploration prospects 
and rese r ves could prove most 
attractive to one of the oil 
majors - particularlyTif the oil 
price strengthens in Hm» with 
htdi mtry e x pectations. 


Manganese Bronze ahead 20% 


By Nikki Taft 

MANGANESE Bronze 
Holdings, best known as the 
T/mdnq t»yi cab manufacturer 
but also with i nt ere sts in metal 
products, yesterday reported a 
20.7 per Cent increase in pre- 
tax profits from £2_3m to 
£2. 78m for the six months to 
end-Jannary. 

The increase comes after 
fairly static, profit s in 1 98399# 
and was scored an turnover cf 
£40J2m ff30.7tojL. .. . h-. 

At the: earning s -per- share 
level the ftnpm wn ^|iwttT 3t||n' a 
sOgrtty lower l&S -per cent to 
KX75p (9.06p). This reflected a 
ftffl. tax charge, against 33.5 per 
cent last time. 

The interim dividend goes 
up from 3p to 15p. 

The company said that sub- 
sidiaries were largely 
unaffected by the economic 


downturn during the first 
half. 

Within the powder metals 
division, the only signifi- 
cant casualty was the. self-lu- 
bricating bearings business, 
which base fairly general cus- 
tomer base and saw demand 
depressed. 

Elsewhere, Manganese said 
that the more specialised 
nature of its products provided 

protection.- - 

•. The-taxij division saw pro- 
ductioh- idap to. 70 vehicfei.a 
week, compared with about 60 
at a similar stage last year, 
with increased demand coining 
from both the UK and over- 
seas. 

A 4 per cent price increase 
was put through in early Feb- 
ruary, and Manganese said 
that so far high mortgage rates 


have not seriously impinged on 
domestic demand. ' ■ 

However, it remains slightly 
cautious about the secamfhaU 
outlook. 

In the foundries divlsioxL 
order books, the* company 
said, are healthy, with Dean 
Powered - Doors receiving % 
letter of intent for 8,000 
doors from the TimA^ Under- 
ground. ■ 


Clerical Medical announces that with effect 
from 1st March 1990 the Mortgage Base Rate 
will increase by 0.95% per annum for the 
purposes of Clerical Medical/ Kleinwort 
Benson mortgage schemes. 


yesterda y. * ' ■ — *'• 

Conroy Petroleum 

Conroy Petrotemn and Natural 
Resources, the USM-quoted 
Irish company, win he trans- 
formed into a major interna- 
tional lead-zinc producer if^ as 
expected, it goes ahead with a 
S70m underground mine at 
Galmoy, County Kilkenny, said 
Mr Richard Conroy, chairman, 
in his. annual statnuot 
Final feasibility and environ- 
mental impact studies will be 
completed soon and the com- 
pany is consulting financial 
advisers about the most appro- 
priate wflmw raising fliwuy 
for the project, he said. 


SCOTTISH FINANCIAL AND 
PROFESSIONAL SERVICES 

The Financial Times proposes to publish a Survey on 

the above on 

Friday, March 23rd, 1990 

For a full editorial synopsis and advertisement details, 

please contact: 

Kenneth Swan 

Tel: 031 - 220 - 1199 
Fax:031 -220-1578 
or write to him at: 

Financial Times, 37 George Street, 

Edinburgh EH2 2HN 
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fruit and veg 
purchase for 
Polly Peck 

By Vanessa Houlder '■ 

POLLY PECK International, 
the electronics and fresh pro- 
duce group, yesterday: 
anno unced the g ^nfwIUjmi of 1 
SFV, a DaDas-based fruit and 

vegetable distributor for 

$23-Z5si (£13.8m). It la also 
buying a property toed by the 
business for . 

“ The*- acqufritia is expected 
to strengthen, the presenc e in 
tiie southern US marfeetof EH 
which already has food mar- 
keting companies on the West 
Coast; in New York and in the 
north east. 

It is also expected to 

wiI m wh-p Us pn r rim rinp power 

wUQe ,« n ry to 

its market and enlarge its pre- 
packaged produce. 

Hie deal is a. farther step 
towa rds the Integration of 
PPTs fresh produce Instanss. 

It aims- to source, market 
rad deliver a wide variety of 
fruit and vegetables regardless 
of seasonality to most parts of 
tiie world . . 

In 19 89 SFV made unaudited 
pre-tax profits alter non-recur- 
ring items of $3.6m. Net assets 
an August 81 were SlOJSm. 

The payment will be satis- 
fied by new shares 

vrtdch will be placed outride 
the US. 


By Patrick CbddHirn 

PRE-TAX profits were halved 
to £147m at General Accident, 
the Scottish-based composite 
insurer, in 1989. The worse 
than expected decline from 
1988*3 £294m resulted in a 40p 
fell in the share price to 
- The downturn is ex piaiTWMi 
partly by. exceptional factors 
such as Hunicane Hugo which 
cost £74m, but the fourth quar- 
ter also saw a sharper thaw 
expected deterioration in the 
underwriting result In the UK 


ani| flawaiia 

The market was also disap- 
pointed by the . lower than 
expected increase in the final 
dividend to 3&$p (2&5p), mak- 
ing a 14 per cent rise over the 
year to 50p. 

In the UK, fourth quarter 
underwriting losses of £2&8m 
(£8.8m profit) reduced the 
underwriting profit for the 
year to 54.7m, against £45 .8m 
in 1968. 

Mr Scott Robertson, general 


m a n ager, said the fourth quar- 
ter loss of £l6m in the UK 
motor account offset profits 
earlier in the year. This was 
because of an Increase in the 
level and frequency of claims, 
particularly those involving 
bodily injury, in the commer- 
cial motor account GA had 
changed Us reserving policy to 
meet fixture claims 
In Canada, severe weather 
and losses on a pool for motor- 
ists who cannot get Insurance 


elsewhere, increased losses to 
£2Q.4m (£7jSm). 

US losses increased sharply 
because of Hurricane Hugo, 
but there were few claims from 
the San Francisco earthquake. 

NZ1 Bank ended the year 
with a deficit of £47.6m 
(£L&9m), but showed improve- 
ment in the fourth quarter. 
Investment income jumped 

to £462.7m (£352.7m). Earnings 

per share were 65.3p 

(107.6p). 


COMMERCIAL UNION, the UK 
composite insurer, made pre- 
tax- profits of £150-5m in 1989, 
down 25 per cent on the previ- 
ous £20L8xn but well in Une 
with expectations, writes Pat- 
rick Cockbum. 

Bantings per share also fell 
25 per cent, to 2L7p (28^p), hut 
the dividend Is raised from 19p 
to 2L5p, with a final of l&35p. 

Mr Tony Brend, chief exscu- 
five, explained tha com- 
pany’s strong financial posi- 
tion justified that. 

The fall In profits was 
largely attributed to severe 
weather, with Hurricane Hugo 
ariH other exceptional weather 
claims in the US costing the 
company an extra £39m. 

Underwriting results in the 
UK deteriorated sharply to 
record a loss of £8Jm, com- 


pared to profits of £40.8m in 
1968. 

The life business increased 
profit by 12 per cent to £102m. 

A strong Investment perfor- 
mance and substantial cur- 
rency p |r||> raised 
ere rands in the year by £439m 
to £L7bn. Net assets per share 
rose by 33 per cent to 40Qp. 

In the UK, which contributes 
39 per cent cf total premiums, 
life profits increased by 22 per 
cent to £4!L5m (£35 .6m). The 
non-life side was hit by 
Increased competition and 
there was a higher level of big 
niaiTp n in an commercial clas- 
ses of business. Subsidence 
eiaiwi* cost £4m more than in 
1988. 

in ftp Ne therlands there was 
an improvement in non-life 
results with pre-tax profits 


Insurance Composite 

FT- Actuaries index rotative to the FT-A All-Share Index 
120 
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increasing to £74.6m (£56 Jm). 

The overall underwriting 
loss almost doubled to £245m 
(£129.9m) but investment 


income rose 
(£235. lm). 

See Lex 


£276.8zn 


<9tfSm*f Sc6m%)peS MANAGEMENT PROVEN in the market place. iSkJfm^Sckrnppes MANAGEMENT proven in THE MARKET PLACE. GkjfmtySdmeppeS 


cnweppes 


1989 

Results 



PRE-TAX PROFIT 



Underlying earnings per share up 17.1% after adjusting 
1988 for the once-off Advance Corporation Tax credit 

Sales, profit and margin up against last year. 

Marketing £305 m (up 13.7%) and capital expenditure 
£204 m (up 372%) continue our emphasis on future growth. 

Business base broadened and strengthened through 
active acquisition programme in both Beverages and 
Confectionery streams. 


1985 1986 1987 1988 1989 


Increase from 1985 to 1989 +169% • Dividend per share up 16.3%. 





* AC.T. GrodH 


Sir Graham Day? Chairman 


THE COMPUTER MARKETPLACE 
Will appear every THURSDAY 


For all information telephone 
Simon Enefer 
01 873 3503 or 
01 407 5755. Fx 01 873 3079 


Ih&contant&of this statement for which the directors of Cadbury Schweppes pic are solely 
responsible, have beervapproued far Ihe purpose of Section 57 of the Fhancial Services Art 
1 986 by Arthur Andersen &Co.BSBfi nuttwrteed penson. 


Schweppes management proven in the market place. <£kx*t ySdmeppes management proven in the market place. ( O uS m ufSeAmppes 
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ASW HOLDINGS PLC 


1989 Results 




UP 

over . 
1988 

Profit before tax 

£40 .4m 

+31% 

Earnings per share 

30.6p 

+24% 

Ordinary dividend 

11. Op 

+6.0p 


SEVEN SUCCESSIVE YEARS OF PROFIT GROWTH 


MA&N 


Earnings per share are fully cSutsd- These figures m an extract cl the unaucStod PraBnunary Announcement 
issued on 1 March 1980. For a copy of the detailed PreSmlnaiy Statement or the Company* Annual Report 
to be issued in Apri, please contact Ihe Company Secretary, ASW HOLDMGS PLC, 

P.O. Box 207, Conway House, SL Maflons Business Park, Fortran Road, SL Meflons, CanSTL CPS OYJ. 


Leigh Interests raising 
£35.6m via rights issue 


Takeover approach 
to British Kidney 


By Richard Tomkins, Midlands Correspondent 


ByNSckT TaH 


LEIGH INTERESTS, the West 
Midlands-baaed waste disposal 
group, is tapping shareholders 
for £35.6m to wipe out borrow- 
ings and fund its next three 
years erf development. 

It is raising the money 
through a one-for-three ri g ht s 
issue of l2-6m new shares at 
290p apiece, underwritten by 
Kleinwort Benson. 

Leig h accompanied the cash 
call with a profits forecast of 
£&3m (£6m) for the year to 
March 1990. Basic earntagg per 
share, it said, would rise 2L7 


Akekr rises 35% 



l«a i- Vr m 

minium 


ASSURANCE 


Dividend increase 13% 


★ Shareholders* funds increased by 35% to £ 1, 708m. 


★ Operating profit before taxation 
£ 150.5m (1988 £201.8m). 


★ life profits increased to £102.0m 
(1988 £83.7m). 


★ Hurricane Hugo and exceptional 
weather claims in the .United States 
cost £39m. Competition increased 
in non-life markets. 


★ Good profit contribution from 
the United Kingdom and 
Netherlands. 


HIGHLIGHTS 

* 

12 months 
1989 
Unaudited 

12 months 

1988 

Audited 


Total premium income 

£3»524.7m 

£2, 991.2m 

.+ 18% ■ 

Operating profit before taxation 

£ 1505m 

£201.8m 

-25% 

Operating profit after taxation 

£92-0m 

£l2L6m 

-24% 

Earnings per share 

21.7p 

28.9p 

-25% 

Net assets per share 

400p 

301p 

+ 33% 

Dividend per share 

2L5p 

19.0p 

+ 13% 


The Board b proposing a final dividend cf 13. 35p per making a local for the year of 2L5p per share (1988 19-Op). The final dividend will 

be paid cm 17 May 1990 to shareholders on the negistEi at the dose ofbuainoa on 12 April 1990. The proposed final dividend will cost £56.9m 
(1968 £49-5ni). The propctied Group reoreanisanoa, which was announced in November 1989, is subj «2 to approval by shareholders at 
meetings co be held on 17 April 1990 and fiifl derails will be sent with the 1989 Repotr and Accounts. For reasons associated with this 
reorgantoatkjn it will not be possible to offer new ordinary shares in lieu of die 1989 final dividend. 


ThbannixinceinencdoesnotoonstitutetuU0oupacoouiK9tocttieTear.ee 
on by .tbe auditors, will be dreuhred to sharehoUen on 22 March 1990 and 
Annual General Meeting which will be held on 17 April 1990. 


i of the full group accounts, which have not yet been r 

jveredmtheR^UarofCo n^ a n ica sfiHawiu valgt 


Commercial Union 

Assurance Company pic 


assurance 


Mmtecs of ifae pobGc Uf otaia copies of Ae Bocauns afar 22 March 
fro* die KgbBB«i office of die Compear or kjf eoapknag tbit coopoo. 


VIRTUE MAY bring an added 
reward, for the 200-odd share- 
holders In The British Kidney 
Patient Association Investment 
Trust. The fund, due to be 
wound up by April, ha® 
received i an unsolicited bid 


Mr Raymond Cazalet; chair- 
imaVdacbned to say whether 
the wocM-be bidder wished to 
continue the company as aa 
investment trust or was more 
interested in its stack market 


per gwnt to 16Ap, and tbe final 
dividend would be 4ifflp (^2p)- 

The shares dropped 

17p from Tuesday night’s close 
of 382p to end the day lp above 
the notional ex-rights price at 
345pi 

Leigh said it was raising the 
money because the demand for 
its services would rise as a 
result of the Environmental 
Protection Bill now progress- 
ing through Parliament- This 
imposes a duty of care on pro- 
ducers of waste, charging them 
with greater responsibility for 
the safety of its nlttmate dis- 


tort he added that If the dis- 
cussions: did lead to an offer 
bring made. board would 


heme to better tbe return 
which shareholders would get 
•ftniH a Hq irirfwtfnn. After tbe 
expenses of winding up the 
(jogt, he suggested, might 
amount to 96 or 97 per cent of 
tot asset value. 

1 : The fond is one of the small- 




est - if most worthy - trusts 
on tbe market, with assets of 
about £2m- It was formed in 
late-1982, with a capital struc- 
ture comprising loan notes and 
ordinary shares. 

The trust was given a seven- 
year life, and was therefore 
due to be wound up between 
end-1989 and: end-April 1990. 
Over tbe period, tbe ordinary 
shares have risen from IQOp to 
yesterday's level of 305p, up 
10 p an the day. 

Results from the trust, pub- 
lished yesterday, showed net 
asset value at end- 1989 of 327p 
per Share, compared with 265p 
a year earlier. The trust said 
that the portfolio has became 
increasingly liquid ahead of 
the anticipated wind-up, but 
declined to put a figure on the 


current percentage In liquid 
assets. The final dividend Is 
&5p, far a total of I2^p (I0.5p). 




Malcolm Wood; opportunities in 


disposal sector 


The group also expects 
growth in demand because of 
the expected cut In the volume 
of waste material allowed to be 

discharged in the North Sea. 
Significant growth, too is 
in foe clinical waste 
incineration market as hospi- 
tals are obliged to meet the 

same level of standards at pres- 
ent required of the private sec- 
tor. 

Leigh has Just won permis- 
sion to b ring its high tempera- 
ture clinical incinerator at 
Dudley, West Midlands — 


Britain 's first — foil oper- 
ation, and is now applying to 
p lanning permission to build 
four more. 

The rights issue proceeds* 
Leigh said, would be used to 
finance this expansion. It 
would also be used to pay to 
the installation of new plant 
for the treatment of organic 
waste, to upgrade existing 
operations, nnf i to continue the 
group's policy of acquiring 
complementary operations. 

Mr Mainnim Wood, chair- 
man, < ° >|/ ^ Leigh was posttion- 


fn g ffwflf to fan adv antage 

the 

in -the short teem, -tbe cash 
WQ1 eliminate Ldgh’a 50 per 
cent, gearing by wiping out 
bank borrowings of £16£m, 
leaving more- than enough net 
cash to cover finance lease 
obligations of £7 Am. - - 

The high rating given to 
Leigh's shares, which at last 
night’s close were on a p/e 
multiple of 21, means the 
rights will have the effect of 
enhancing earnings per share. 


Abater Holdings raised pre-tax 
profits by 85 per cent from 
£680,000 to £920,000 In the year 
to September SO, reflecting 
progress in its two main divi- 
sions, steel and property. Turn- 
over rose from £9.43m to 
aCMm. * 


41% Increase enables 
Ansbacher to top £10m 


By David Lascallas, Banking Editor 


HENRY Ansbacher Holdings, 
the City merchant banking 
group, lilted pre-tax profits by 
41 per cent to £L0-ltai in 1989. 

til addition It "llW rnabnwrt an 
extraordinary profit of £&9m, 
raising to £12Sm tbe total after 


fnT Tvr rrflf ptfw h ufaiMp to share- 
holders. 


ftw an (i winm i iil Utriuo Sfca re fc o Mgr Rcfarion, Sprite, Si. HrirtV, 
I Umktxhaft, Imfon SOP JDQ or pfiooe 01 -2*1 7500 Eu. 8866 


That gain resulted mainly 
from the sale of insurance 
broking interests in the UK 
and tile US, following thederf- 
sion last year to concentrate 
on core activities of merchant 
-and pfMrare banking.. 

Merchant banking produced' 
disclosed pre-tax profits' of 
£9m, up 45 percent Mr Bkfa r 
aid FenhaDs, group exec- 
utive, said the three principal 
operating divisions — corpo- 
rate finance, banking and trea- 
sury - bad an active year, and 
the asset trading division 
which deals in Third World 
loans, completed its first foil 
year with excellent p ro fits . 

The offshore banking and 
trust management division 


made "a significant contribu- 
.tion” to merchant banking 
profits. The group's Ns w York- 
based mergers and aanfisttiana 
specialising in-toe media, 
executed 45 famwctl wt. 

■ Mr FtohaDs said'.the group’s • 
restructuring was now com- 

ttof plaad^^to^ldii 
advantage of new opportuni- 
ties. ■'We’vo roomfor growth, 
.but we are in no hnny.f he 
arid, • -. *. . . , 

The average Ufa of the- 

aaaodatioa with Group© Brux- 
elles Lambert and Pargesa, 
which between them control 62 
per cent of .the company, 
placed it wdl. tp build up s 
European mergers and acquirir 
tions business. • 

Tbe gfpgfe dMdend fix: foie ' 
year will be 2£p, up from 2p. 
Bandogs were 8£p 080). ‘ 



County glen recovers I NWF makes £03m 


County^en, the Dublin-based, 
property investor, returned to 
profit in the half-year ended 
October 31 1989 wilhl£445.000 
(£414,000), compared to a loss 

Of 12275^00. 

The trading deficit was 
reduced to IE49.000 (I£275,000) 
ttpd offset by an e m p- 
tional credit of IE494/W0. Eam- 


NWF, the animal feed 
manufacturer and foete distrib- 


utor, boosted taxable profit 
from £89,000 to £315,000 fa the 
hatf-year to November 30. , Salto 
rose to £14.7&n 0030801).' . 


tags were lL5p (loss 10-lp). 
It is anticipated that tbeP 


It is anti coated that tbe Pat- 
rick Street premises will be 
sold, and the 22,000 sq ft fac- 
tory at Tallarirt re4eL 
• The directors said that 
studies into possible acquisi- 
tions 



Floafing Rate Notes 
..Doe 1996 


(Second Series) 
(bcoed by Natkanride 
Building Sodety) 


InoenstRate: 
154425 1 peranzunn 


hunetc Period; 

28 February; 1990 to 
30 March, 1990 


Interest Amount per 
£5 ,000 Note due 
30 March, 1990 : £ 62 JL 3 


Interest-Amount per - . 
£50£00 Note doe 
50 March. 1990: £522^9 


Agent Bonk 

Baring Brothers St Co, Upnced 


PUBLIC WORKS LOAM 



Over 1 up to 2 

Over 2 up to 3 — 

Over 3 up to 4 

Over < up to 5 
Over 5 up to 6 ™ 

Over 6 up to 7 

Over 7 up to 8 

Over S up to 9 ... 
Over 9 up to 10 _ 
Over IQ up to is , 
Over 15 up to 25 . 
Over 26 


14^ 
14 13% 


13lg 12V 
13 12*4 

12* 123g 


12H 12*4 

12*2 121* 
12% 12 
1C}* 11% 


12V Ufa. 
11 V ii^ . 


Ill* 10% 
10* 10* 


IS 

18 . i 4 *g: 

13% 
14 ; 13 J* 

13 V 13 ?g ■ 
13 ig- "»V 
13 - IZh 
12% 12V 

12 % 12 % 
12 % 12 % 
12 % 11 % 
11 %. 11 % 
11 % 11 % 




\36feeHy net asset 
value '' 


Tokyo Pacific Holdings 
(Seaboard) N.U 

as*«2fiW mi US176.78 . 

Listed on tbe Amsterdam 
Stock Exchange 

Inforrraiioo: 

P 4 e»on,Hddrl»» St Pierson NV. 
Rolan 55, 1012 HC Arntmten. 
Tct.-f 3 I- 20 - 52 U 18 S. 


HOMES FOR SALE. 
IN LONDON 


appear every Saturday 
in toe Weekend FT. 


For advertising 
information please call 
Lesley Proctor 
on 01-873 4896 or 
. Carol Haney 
on 01-673 4835. 


Kleinwort Benson 


*Non-quata loans B are 1 per cent higher In each case than non-quote 
loans A lEqual instalments of principal. Tt Repayment by hafryearfy 
annuity (fixed equal half-yearly payments to include principal and 
Interest). § With half-yearly paymoints of Interest onfy. 


Kleinwort Benson announces that with effect from 
3stMaich!99p the Mortgage Management Account 
interest rate will be 15.4% per annum. 











25 




'"- -r-'-'^ii- ' v :-^ / /V* ’ ' >.- .'• •••• ■ ■ .” • 

i^-?*>»TTprt Ay. -V.^V-ry: a.'. 1 4 /' --.J, —* -.1 - „' '.'_ . 






^i'^SC-Vi'Cvr-ft'.-t-. - ir • r". i-,V- :^ •' 


? AV *A 


P r oao 

dne v 


FIJ^ANCIAIvTIMES.THURSDAYMAK.C3r 1 1990 


-*-4. 




★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

* 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

k 

★ 

1 

★ 

k 

To give itself the 

means 

to continue its growth i 

in 

Fn 

llh 

★ 

' ★ . 

ce 

★ 

★ 

★ 

k . 

★ 

★ 

★ 

★ 

★ 

★ 

7*r 

★ 

'K 

★ 

and abroad, UAPis 

increasing its capital. 

>• 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

i k 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ . 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 







★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 



★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 




★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 1989 

★ 



★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

3.400 (e) 

★ 


' 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 



★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

* 

* 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

* 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 



★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 



★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

* 

★ 


★ 

★ 

★ ★ 

★ 

★ 



★ 

★ 

* * 

★ 

* 

★ 

★ 

★ 

★ 

★ 

* 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

1988 

★ 



★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ . 

1.852 ★ 



★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ' 

★ 

★ 

1987 

★ 



★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 2.550 ★ 



★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 



★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ ★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 

★ 


..participate in this transaction 


-rtB *■' 

c F*J r ‘ .■ 


5^ Consolidated net income in millions of FBF (excluding minority interest) — (e): estimated 


Capital increase by the issue of 16 800 000 new shares with a nominal value of FRF 10. 
Issue price : FRF 625. Dividend rights from : January 1990. Subscription period : from 
26 February to 15 March 1990. Official listing for the monthly account will be contem- 
plated for the shares upon the closing of subscriptions. 


v 
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FINANCIAL TIMES THURSDAY MARCH 1 1990 


GA 



General Accident 


RESULTS FOR 1989 

The audited accounts for the year to 3 1st December 1989 will be 
published on 9th April 1990, but preliminary and unaudited figures 
for 1989, with actual figures for 1988, are as follows:- 


Prvmium Income 

General Business .... 
Lon; Term Business 


Investment Income 

NZI Bank Result 

Estate Agency Result 

Undcnvniins - General Business Result 
Long Ttim Business Profits 


Less Interest on Loons 

Less U.K. Employee Profit Sharing Scheme 

Profit before Taxation - 

Taxation -U.K. and Overseas 

Profit after Taxation 

Minority Interests and Preference Dividends 

Long Term Business Profits- GA Life 1988 Valuation 

Profit for the year available to Ordinary Shareholders 

Earnings per Share 

Dividend per Share 

Net Assets per Share 

Principal exchange rates used in translating overseas results 

Canada 


1989 

£M 

1988 

£M 

3,100-2 

3813 

2J54.1 

292.5 

3.481^ 

2.846.6 

462.7 

(47^> 

(20 i) 
(2034) 

26.9 

352.7 

(16.9) 

1.2 

(32.8) 

17.8 

217.7 

64^ 

322.0 

20.3 

153-2 

62 

301.7 

7.6 

147.0 

32.1 

294.1 

80.3 

114.9 

(13.7) 

213.8 

(0-7) 

128.6 

9£ 

214.5 

138.1 

214^ 

653p 

SO.Op 

1198p 

I07.6p 

44.0p 

9l5p 

$1^1 

$147 

SI. 81 
52.15 


Notes 

(1) The result is stated after a notional contribution to the UK Pension Binds of £ 1 5.6m 
(1988 - nil) in accordance with SSAP 24. 

(2) The transfer of shareholders* profit from die long-term business fund is now stated 
cross of taxation and on a current year basis (1989). The transfer arising from the 
GA Life 1988 valuation is stated net of taxation. 

(3) Investment income excludes £12. 6m (1988 £ 1 0.4m) repre s enting amortisation of 
U.S. deep discount bonds which under (he U.S.A. accounting conventions would be 
credited to earnings. 

(4) The above figures include the results of the NZI Corporation Limited with effect 
from its acquisition on 26th July 1988. 

(5) The NZI Bank result includes gains and losses both realised and unrealised on 
investments held for trading purposes. 

Analysis by Territory of General Business Premium Income 
and Underwriting Result 



beams 

Uwfcnrrtttaj 

Prcmhxn 

fnoocne 

Underwriting 

Rcsak 

■ 

£M 

£M 

£M 

£M 


],043JS 

4.7 

945.7 

45.8 

U.S.A 

918.4 

S3 

812.2 

(41.9) 

EEC other than U.K 

171.9 

141.4 

04.8) 

Canada 

3773 


292.1 

(7.3) 


356>t 

(21 .gj 

174.7 

0-4) 

(0-9) 

Other Overseas 

105.7 


81.3 

London Market Business 

inef. internal reinsurance 

127.9 

(50.7) 

106.7 

023) 


3,1003 

(2033) 

2354. 1 

(32.8) 







Life Department 

There was an increased contribution to profit and loss account from our long 
term funds, which also recorded UK new business production as follows: 

1989 1988 

£M £M 

New Life and Annuity Premiums 

Animal 533 46.7 

Single .. 41.7 36.6 

New business Single Premiums include £7.9m Department of Social Security 
payments in respect of personal pensions. 

Final Dividend for the year ended 31st December 1989 

The Directors have decided to recommend to the shareholders at the Annual 
General Meeting to be held on 2nd May 1990, a final dividend on the Ordinary 
Shares of 32.5p per share (1988 28.5p) payable on or after 1st July 1990, to 
shareholders on the Register of Members at close of business on 27th April 
1990. The total dividend for the year of 50.0p per share (1988 44.0p per share) 
will cost £106. 5m (1988 £92 .4m), The Directors propose to continue the scrip 
dividend arrangement. ~ 

Net Assets 

The net asset value of die group at the year end was £2 ,552m (1988 £ 1, 922m). 

Establishment of New Holding Company 

The Board intends to put forward proposals to establish a new non-insurance 
holding company for the Group by way of a Scheme of Arrangement. As part of 
these proposals it is intended that all the 250,000 5.5 per cent, cumulative 
preference shares of £1 each in the Corporation be repaid at par in accordance 
with their rights. 

Details of these proposals, together with Notice of thejiecessary meetings to 
implement the Scheme of Arrangement, will be circulated in due course. 

General Accident Fire and life Assurance Corporation pic. 

World Headquarters: Pitheavlis, Perth, Scotland PH2 0NH. 


NOTICS OV OPTIONAL BSMMPnON 


Bank of Communications 
mn&ei, Thhean. Republic tfOnxei 

U&$40,000,000 Boating Rate Notes due 1993 
(Redeemable at the Noteholder*’ option in 1990) 

N0TXX a beretygneo b acBORfarice «itb (he Iteis tad GwSbobs of 
ttae NotCTtto (he Bank otCbmmwacatipca wig, at the optk» of the holder 
of any Note, redeem mb Note at per oo die sou Interest Payment Date, 
31 May 1990. lb exercise such option the holder most deposit well Note 
(together with aB nmoamicd coupon appertaining thereto and together 
wifii U* fann o( ejection of eartr redemption mdonud oa «■$ Note doljr 
completed fcy the bolder or fab atm) at the tiBkt of the Fiscal Agent or 
with my oftheftymg Agents notenSer than 2 April 1390 nor taertbsnE 
April 1990. Any Nate bo deposited mgy pot bewUbdrawniritbnttbe prior 
cement of the baaer. interest on each Note lodged fcc redemption wffi 
cme to aeon: bon the date ot redemption thereof. 


Fiscal Agent: 
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TKM accelerates to over £52m 


By John ThomhOI 

TOZEfi KEMSLEY & MUZboum 
(Holdings), the motor group in 
which Sir Ron Brierifiy’s IBP 
has a controlling interest, 
increased pre-tax profits by 19 
per cent to £52.62m in 


Turnover topped £Hm for tbs ' 
first time, advancing 9 per cent 
from £984. 6m to £1.07ta. 

As has become the group’s 
normal practice, TKM gave oat 
ttt tlo tafonnatton about the ret 
ative performance of its 
operations as it prefers to spell 
out the details in its wwyitthI 
report 

But Mr Reg Heath, chief 
executive, attributed the prof- 
its growth to a very sound 
all-round performance. TKM 
runs 75 car retail outlets cover- 
ing a wide spread of franchises. 

It sells about 40,000 cars a 
year through these outlets 
making it one of toe largest car 
distribution groups in the UK, 
but it also lias the Import con- 
cessions for Ferrari, Daihatsu, 

Alfa RcipiEri a«d Mirada 

Over a quarter of TKJfa 
promts from Its activities 
overseas, mainly on the conti- 
nent in Australasia. 


Porvair 
to seek 
acquisitions 

MR JOHN Morgan, chairman 
of Porvair, yesterday said toe 
tJSM-qnoted mi eroperoos plas- 
tics manufacturer exported 
organic growth in the current 
year and was seeking acquisi- 
tions. 

The statement came as the 
USM-quotad grou p announced 
pre-tax profits down 44 per 
cent to £758^00 (£L35m) far the 
year to November 30. “Correc- 
tive action has been taken" he 
said. Hie outlook for 1990 and 
beyond “looks moat promis- 
ing." 

The news bore out the warn- 
ing at toe interim stage from 
Mr Joseph Clegg, the former 

rh rt tin m r^ Hw iwnnil half 

was unlikely, as traditional, to 
gwnnrwtp h nih of the com- 
pany's profits. 

Turnover showed a modest 
rise to £12.7m (n243m). Earn- 
ings pm- 2 p share dtoped.from 
iaap to &3p, but toe recom- 
mended dividend is main- 

tained at L8p, for a total of 2.7p 
(L8p) for toe year. 



Tozer Kemntoy 

Share pdeo (panto) 
teo 


Beg g c ath: a ve ry- 
round performance ’ 


Mr Heath said that smIpb hat) 
beat strong before August bat 

hft d feil lB W rrff gi nco Himi and 

had been pretty flat In the last 
three months of 1989. 

He said tM .used-car p rifw 
had declined particularly 
sharply at toe end of toe year. 
Demand far .second-hand cars 
had faitep while supplies had 
increased following the strong 
new-car sales in August 



Thefhjat recommended divi- 
dend of 33p will bring the total 
to 5p£4p), an increase off 37 per 
cent. ’KttHy, diluted earnings 
per -share worked out 24 per 
cent higher at I43p (U-TW- 
Interest payments increased 
to £M9m (£7J4m), although 
toe tax cafe was co mpa r at ively 
lower at £2&84m <$Z&6Zm). _ 
Commenting on TKM’scnr- 
rentttaEg position. MrHeato . 
said: “Generally; toe market is 


NEWS DIGEST 


Sbddon Jones rises 
31% to £147,000 

A 31 per cent expansion In 
interim profits was- reported 
yesterday by Sheldon Jones, 
t he USM -quo ted p et food manu- 
fariiir p.1 1 and rrop products dis- 
trfirator. 

In toe seven mnnrtM to end* 
December, pre-tax profits 
amounted to £147,000, up from 
£132,000 in toe corresponding 
six month period off 1988, and 
were struck after an excep- 
tional debit of £96*000. 

Turnover, reflecting toe dis- 
posal last summer of toe agri- 
cultural division, fell to £4.75m 
(£6-95m). The interim dividend 
is wialntniiuvl at l*85p, fr o m 
earnings of L8p (L5p). 

An-round growth . 
lifts Grafton 73% 

Grafton Group, the Dublin- 
based manufacturer and 
retailer of DFT and building 
materials, reported a 73 per 
cent gain In pre-tax profit, 
.from I£2.l9m to I£3.81m 
(£3-56m), for 1988. 

Directo rs said all divisions 
improv ed their trading perfor- 


mance. Group sales rose 30 per 
fPPtftiwn rasa ata -to iRm 
After tax of lfiLto 02533300) 

mmrtng c per share M U ffg wd 8t 

193p (*33pX Total dividend far 
toe year h 5p compared with 
dp, a second interim having 
been announced hrDpoahbec. 

^obosf dividends 
push up TR City • 

Net asset value at TEt City off 
T/Wtoi Treat, at to* iMnrt l ng 
prior toarges, was UK9p at the 
end off 2969 - an advance off 
some 38 pot cent on toe figure 
off a year earlier. • 

Tn fhn six UKSlto pftHral to 

end-December,; earnings per 
share exnanded 28 ner cent to 
2.07p (L63p). The directors 
attributed toe Increase to 
“robust - growth in UK divi- 
dends and higher levels of 

hrfp re rt wi nn fn u m ta H raA 

The second Interim dividend 
fe UBpu A total off 442p fir toe 
year has already been forecast. 

Microfilm unveils 
expansion to £33m 

Microfilm Re pr ographics, toe 
microfilm bureau, yesterday 
qnvefled a S3 per cent expan- 


pretty dead at the moment 
The past two to three years 
have been relatively easy for 
people but now we are seeing 
the fikeHhood of a small down- 
turn. But the market will stfll 
be oyer twomflUon cars." 

During the year, EBP 
increased its shareholding in 
TKM to 74 per cent 

Mr Heath Baid he did not 
know whether Sir Ron Brierley 
intended to increase toe stake. 
“But it. does not make a scrap 
off difference to how many cars 
we sell or how we run toe batri- 
ness,? "he said. . 

fkq haw hwai as 8 flag- 
ship foe DSPs interests in the 
UK and -represents its only 
major operating business in 
the caaatry. Three ZEP direc- 
tors sit on TKM*s board of 
seven but the day-to-day man- 
agement is left to the compa- 
ny's executives. 

SBP said yesterday: "TKM is 
la the moto r b uslness and is an 
excellent performer in that 
ffekt but from our perfective 
it will stick to its knitting. It 
will not be the vehicle far all 
our UK investment activities.” 


atari in interim profits. The 
shares advanced 5p to 23Qp. 

On t urnover ahead 50 per 
cent to £lS.08m (£9j99m), tax- 
able profits rose from £2.45m to 
£ 3 .38 10 - After an estimated tax 
charge of£133m (£908,000), 
earnings per lflp share worked 
- through at 53p (4.7p). 

The interim dividend is 
raised to L5p, up from an 
adfusted LlSplast time. 

Norex on line for 
insurance input 

Norex, toe aMpp in g and insur- 
ance gro up , raised pretax prof- 
its by 59 per cent in the six 
months to December 31 despite 
a 38 per cent fall in turnover. 

Profits rose from £701,000 to 
£U6m from down from 
£2938m to £l? 34 m- Operating 
profit, however, jumped to 
£13&u (£807,000). 

Mr WrinHan ^afatnim 

mh that pw jnt pranc e divi- 
sion. which lost £L2m in toe 
.prerious twelve mcntiis, was 
operating profitably in all sec- 
tors e x c ep t North America. He 
e x pected the division to make 
a profit for toe year. 

Earnings per share came 
t h rough at 0.7p (0-ttlp) after tax 
Of £64£00 (£1Q2^00X 


Shareholder 
unrest 
surfaces at 
UTC agm 

By Clay Harris 

SHAREHOLDER concern 
about UTC Group's poor 1989 
results surfaced at yesterday's 
annual meeting. The stock- 
broktng and property services 
company’s accounts were 
approved on a split vote after 
the board faced pointed ques- 
tions from toe floor. 

UTC lost £396£01 before tax 
last year, as a result off £&lm 

raSe^toe comp^^'Sitcd 
I n ve s tments. Nearly £2m of 
this total was taken as an 
exceptional Item, with the rest 
subsumed in cost of sales. 

This treatment was one rea- 
son four shareholders voted 
against the accounts, which 
were audited by Arthur Ander- 
sen, with another 10 raising 
their hands to abstain. Direc- 
tors accounted for six of the 20 
votes in favour. 

Mr Jonathan Harris, chair- 
man, defended the record of 
UTC Securities, which lost 
£80,483 on stockbroking activi- 
ties In 1989. “I think share- 
holders should be delighted 
with the performance," he 
said. “Compared with other 
stockbrokers, I think they 
have been pertbnzzlng remark- 
ably wdL It Is a main core 

hm rin ww of to® gOOUp." 

Shareholders, with three dls- 
aartera, also voted to change 
toe company's name to Car- 
lisle Group, in pert because of 
the unfavourable publicity the 
DTC name had attracted, Mr 
Harris said. The shares will 
move tram the VSM to a full 
listing. 

Mr Harris explained: “We 
would have quite liked the 
name Carios Group {after the 
company's registered address 
in Mayfair}, but that did have 
iwrfaHp Spanish awd t e rrorist 
connotations, so CariMw was 
too ne a rest we could get" 

Whitegate £2m buy 

Whitegate Leisure has 
purchased the n « p i n> Amuse- 
ment Arcade md a develop- 
ment site in Gbrthorpea, Hum- 
berside, for some £Zm. The 
development site, on which 
Whitegate Intends to build 
another m n ™wn « wt arcade, is 
adjacent to its Pier 39 disco- 
theque. 


BUSINESS 
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GENEVA 
SWITZERLAND . 

Full Service h our Business 
International lew and. taxes. 

MaObox. tel eph o n e, 
telex asd- telecopier services 
Translation and secretarial 


Formation, doaridEatkm 
and a dminis t r ation of Swiss 
and Foreign comp an ie s. 
Full con fi dence and 

riiTirffinii BlflUlCu* 

BUSINESS ADVISORY 
SERVICES S-A. 

7 Rae Mnzy, 12*7 Geneva 
T<*736 «3 4» Tc Z3342 

FaxriMO<44 
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IOCO 

MCOUMTED 
Notic e of Record Date 

NOTICE « HERSV GMBI THAT 

March iz 1990 haa been (bad as «w 

iBOORt data tor the dsts nMnaBn n ol 

Sw hotdsra ol Common Shvasw^ 
706% Prafsrmd Shsraa Swiss B. who 
am anSSsd to noSca at ths Annual 
Msethg of ShamhoWara at MOO 
UfuffTED to ba haU on Apdl 18, 
1S80L 

SM. Ha>d. Secretary 
Dated March 1, 1900. 


CLUBS 



HARRISONS & CROSFTEJLD pic 

dtMgatertdvtEn^and No 97878) 

Notice is hereby given that die adjourned. of the 

bolders of the £75,000,000 7 Vie per cent Subordinated Con- 
vcxtible Bands Due 2003 af Harrisons & Crosfidd jdc which 
was c on vened for 8th February .1990 and (briber adjourned oaa 
dist date wfll be reeonvened ar the regisreied office ofHftrtisons 
& Crosfidd pbo 20 St, Dcnsran** BjD, Ixodon EC3R 8LQ on 
Thursday 8th March 199P at 12 noon. 

Copies of^ (he Bxtraotdxnary Reaofutionto be proposed as the 
adjourned m eetin g (detail* of which were contained m the 
notice of meetingset out in die Financial Tames on 17th January 
199g) may be obtained from the Company Secret ar y of Harri- 
aons & CmaSdd pic at ia registered office (teL 01-626 4333). 



MNANCIAl . 1IMF.S CONTERENCES 



C-O-N-F-E-R-E-N-C-E 

London, 26 & 27 March 1990 

T his topical aHtference^vilt estamine strategies for research, development and 
marketing in the international phannaceuticab industry in the 1990s. 
Chairmen for the two days wi& be Mriohn F Chappeil of SmlthKHne Beecham 
and Dr^ Till Medinger of id Ftiarinaoeuticals. 

Speakers include:- ;i ' 

Dr Hans-PeterSigg . Sir Paul Girolami 

SandozUri <3axo Holdings pk 


Professor DrJurgen Draws 

F Hoffman rviaRodte AS 

Dr Andrew G Bodnar 

7h« Squibb bvtitutefor Medfcal Itoavshtnc 

Mr Robert Hanktn 

Commission of the European C on tm u nM ra ' 

Professor: 

Walter P von Wartburg 

OBA-SEKaYAG • 

Dr A John Pendlebury ’ 

Coopers & Lybrand Associates Europe 


M. Igor Landau 

Rhfirie-Roufenc Santo 


MrGerakK E McMurtvy 

HoedvtflbUssel Pharmacetiticafe toe 

Professor Thevor M Jones 

The yifc nax p eFoundation Ltd 

Mr^Tilliam S Machtiger 

IMS (nternatkonal 


Dr Filippo La Monica 

EuroCelusBV 


Jn. 

and PhaarnaceuticaLBusiness News 

ABmttBdarnouhtofexhBtftkxispocttlsavafk&leatlhecanference. 


WORLD 

PHARMACEUTICALS 

C'Q“N<F“E-R*E*N"OE. 

□ PteoressrrimeftirthwcQrteiariredek^ , 

□ lam Interested ft exhlblRr^ at the contarance. 


CempMuand ratum to the; 
nnancW Timos ConfemncwOrgmdsatkHi 
. 128 Jomqm Street, London SW1Y4UJ 

MOMKS 23 The 27347 FIGOaFQ lbMax: 01*925 2125 


Nome. 


Position- 


Com p a ny . 
Address 


m 


P A FINANCIAL TIMES 
CONFERENCE 


Postcode- 
W 


-Country. 
-Fax 


_Tht. 


^perfBudness. 


























FINANCIAL TIMES THURSDAY MARCH 1 1990 


27 


UK COMPANY NEWS 




Growth m asset finance business gives a boost to profits 



to £1 4.81m 
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By Vanessa Houkter 

BALTIC, the asset finance 
property arid finanwiii services 
$roup» announced a 35 per cent 
increase from £ll.82m to 
£14Alm in pre-tax profits fin: 
1989. 

Turnover showed a marginal 
decrease from £5Ll5m . to 
£51.05m, reflecting a reduced 
emphasis on property activi- 
ties. 

The asset finance business 
grew from about 56 per centto 
70 per cant of tin profits with 
an increase fa thw fanning pwt. 
folio, which rose from £135m to 
£180m. . 

The property finance and 
development results Included 
pro fits an the sale af Telford 
development and ; land at 
Speke. Hie group said, that the 
completion of the Trafford 
Park development would 
contribute to profits this 
year. 

Its investment activities 
grew in 1989 ami farJnrfa an 8 
per cent interest in Ab erdeen 
Trust Holdings. 

The company, which had 


!:geaiQg.<af 200 per .cent at (the - ' 

. year end, said that it was fully; 

. hedged, up. against further 
interest rate rises, although it 
would bigTwffl from falls. 

- Its prudent approach would., 
stand it in good stead during 
the difficult and challenging ' 
market conditions ahead, it' 
said - r - 

Fully diluted earnings per - 
share rose by 26 per cent from . 
rfetokMp. 

A dividend of 2L3p is pro- -, 
posed, nuddng a total of an 
increase of 19 per cent - 

Mr Hairy Hyman, finance :; 
director, said that the asset - 
finance h nafawm hod a much 
stranger year, part ic u larly due . 
to ’ the first full-year cantribu-' 
tion of Saturn Group, the lease 


broker which I&tiiC- bought ip 
December las. 

Mr Bymrni said that Baltic 
had diluted its, emphasis away 
from property development 
because of the difflcult climate: 
“But it is not all doom ami 
gloom- We have got some very 
good profits on our books from 
Trafford Park and we have got 
ah increasing number of prop- 
orty finance deals.” 

#COMIEHT 


Baltic may be a rather 
unusual Stock Market nrHmaT 
but nonetheless it has its City 
tens. They gave a good recep- 
tion to these results; pointing 
1 put Ihe hefty increase in the 
asset finance portfolio and 


sanie nimble footwork' oh the 
property side, where Baltic 
has downplayed its Involve- 
ment in development And 
even though no leasing house 
can feel complacent as the 
number of company receiver- 
ships goes steadily upwar 
Baltic is reckoned to have 
good Quality, broadly- based 
spread of business- With, less 
than l per cent of the UK leas- 
ing market. It. also has .a rea- 
sonable chance of increasing 
its market share. Its gearing is 
low for a las wing house, which 
should enable It to pfafr up any 
bargains in the property or 
asset -finance business as 
opportunities arise. Analysts 
expect profit of about £L&5m 
this year. 


AMS returns; 
to the black 
with £509,006 

ABCS Industries, the Lanca- 
shire-based dwrfg iwir arvi man- 
ufacturer of studio; sound 
equipment, yesterday reported 
pre-tax profits of £509,000 for 
the year to end-November. 

This compared with profits 
of £265,000 for the comparable 
period and wmrimri a re t u rn to 
profitability from losses of 
£9L00O at' the midway stage. 
Turnover rose from £6. 77m to 
£7J6m. 

AMS said the decision to 
withdraw from custom anal- 
ogue console production had 
resulted in the sale of part of 
the Clarec business in July. 
This disposal, coupled with 
good sales growth in estab- 
lished digital audio products, 
had led to the recovery. 

Interest payable totalled 
£134,000, up from £74JW0 last 
time, although net borrowings 
at the year-end were slightly 
lower at £L08tn, gearing being 
23 per cent 

‘ The tax charge rose to 
£183,000 (£79,000) after which 
earnings per 5p share were left 
at l_07p (0-61 p). A final divi- 
dend of lp makes a same again 
total of L5p. 


Frank Usher advances 11.6% 


FRANK- USHER Holdings, the 
dress: and special occasion 
wear manufacturer, lifted 
first half pre-tax profits by 
11.6 per cent 

Sales -for the period to 
November 30 1989 rose 15 per 
cent to £7.69m (£6 .68m) and 
gross margins were mainr 
tained. Before exceptional 
charges the profit 
increase was 22 per 
cent. 

Mr Christopher Norland, 


- chairman, said last autumn's 
record orders for the spring/ 
summer -1990 collections were 
encouraging against the 
background; of the downtam 
in the retail market. 

The exceptional debits 
comprised a currency loss of 
£168,000 on' the D-Mark loan, 
less profit on sale of the Glas- 
gow factory of £101,000: 

Mr Norland explained that 
having a D-Mark loan saved 
the company some £42,000 in 


interest charges." 

The subsequent strength- 
ening of the D-Mark and an 
accounting convention 
requiring the loan to be con- 
verted at November 30 
exchange rate meant there 
was a £168,000 loss; but that 
had since been reduced by 
the pound picking up. 

Earnings came to 6.6p 
(6.ip) and the interim divi- 
dend is maintained at 
2p. • ■ 


Stat-PIus ahead 
in testing period 9 . 

Stat-Flus, stationery retailer, 
lifted pre-tax profit from 
£5JMm to £5B2m in 1969, "a 
testing period’*, directors said. 

Turnover fell to £11.86m 
(gL2L59m) mid o p e r a ting profit 
to £3B5m (£4A8m). Hie dra- 
matic slowdown in the home 
buying market halved the level 
of activity in ane of the key 
areas. 

Interest income doubled to- 
£L37m - cash resources were 
£lA6m'at the year-end. Earn- 
ings were l&2p (154p) and the 
final dividend Is 3.75p for a 
total of s^p Mi). 


Lift from acquisitions as 
BWD doubles to £1.7m 


Pre-tax profits at BWD 
Securities more, than' doubled' 
to £l.71m in the -year to 

November 30 1989. . 

The company operates in the 
ffa«m/«inT services sector, with 
its core activity in stockbrok- 
ine and nortfolio TmmMimiB nt. 

Results included a tell year 
from Rensbuzg and sixmonths 
fromtbe Belfast and Glasgow 
offices acquired from Tafag & 
Gnrickshank. 

The profit compared with 


fnw.nnn htmI was on turn- 
over of £7.65m <£L55m). 

BWD Renshurg, acquired in 
November 1968, matte a sub- 
stantial contribution to profits. 
Private client and pension fund 
portfolio management provid 
organic growth, as did the cor- 
porate division. 

The recommended final divi- 
dend is 2.7 5p for a total of 
3.75p, against 2Ap. Earnings 
were 6.7p (6.2p) per lOp 
share. 


Advertise your house 

in full colour in the Weekend FT. 

To find out more, call Lesley Proctor on 01-873 4896 


Caution at 
Eleco after 
6% decline 
to £2.67m 

ALTHOUGH ITS trading 
operations continue to per- 
form well, Eleco is taking a 
cautions view of the medtnm 
term prospects because of its 
exposure to the building 
construction sector. 

Actions were being 
said Mr Field Walton, chair- 
man, which would moderate 
the effects of the present slow 
down in the UK economy and 
ensure the group continued to 
move forward profitably. 

Reporting for the six months 
to December 31 1989, he said 
pretax profit fell needy . 6 per 
cent, from £2JB3m to £2^7m. 
Hie Impact of reduced prop- 
erty development completions 
and investment disposals was 
largely offset by other trading 
operations - building prod- 
ucts, specialist contracting 
and distribution services - 
where record order books and 
I mprovin g profitability con tin- 
lied. 

T ur nover rose 28 per cent to 
£34 ,95m (£27.3m) with the 
acquisition of Gang-Nail 
Systems being one factor 
behind the increase. Interest 
charges shot up to £i.9im 
(£710,000) and it Is intended to 
reduce gearing. 

Earnings were 5Ap (6.9p); 
the interim dividend is 2.3p 
(MP). 


Creston slips 
to £252,500 

Creston, an Investment 
holding company with Inter- 
ests in shopfittlng, specialist 
Jolncxy and architectural alu- 
minium, announced pre- tax 
profits of £252,500 for the 
half-year to end-December. 

The outcome showed a small 
decline on the £259,100 
achieved last time, »wi came 
on turnover ahead to £8A6m 
(£5.29m). 

Directors said the profits 
d o w nturn reflected lower mar- 
gins at Al mnhilnin & Tim- 
ber Securities mlwdt Uw y md a 
sharp increase, from E45JHN) to 
£152,500, to amounts written 
off investments. 

Earnings per lOp share foD 
to 0A6p (Li7p) as a result of 
dilution following the rights 
issue to May. The i nt erim divi- 
dend Is 0.7p and a final of Ip is 
forecast. 


Rodime reveals higher losses 
but confident of recovery 


By James Buxton, Scottish Correspondent 


RODIME, the Scotland-based 
disk drive maker which last 
year was the subject of a 
large >scale financial rescue, 
yesterday disclosed increased 
losses for 1988-89 and the first 
quarter of 1989-90. 

However, the company also 
announced that it was mak- 
ing progress in implementing 
Its new strategy, including a 
significant equipment supply 
contract with Hewlett-Pack- 
ard’s Apollo Systems divi- 
sion. 

Rodime, .which reports its 
results in US dollars, lost 
$4L5m (£24. 6m) after tax in 
the year to September 30 1989 
compared with a loss of 
$25.7m. - Sales fell from 
$U5.7m to 396.1m. 

In the three months to 
December 31 1989 Rodime lost 
$4m after tax, Goss of 32.6m 
in the corresponding quarter 
of the previous year). Sales 
were 322m (340m). 

Last year Rodime, which is 
based at Glenrothes in Fife 
but carries out volume 
mannffl ftt uriwg in Singapore, 


raised $20~2m in new equity, 
received 336m in loans 
and rescheduled 314.5m of 
debt . 

New management under Mr 
Peter Bailey as managing 
director decided to specialise 
in making very high capacity 
3 ’A -inch disk drives offering 
100 megabytes and 200 mega- 
bytes of data storage for orig- 
inal equipment manufactur- 
ers (OEM) customers. 

The company has discon- 
tinued production of 5% -inch 
drives. Turnover fell while 
the company ramped up pro- 
duction of new products. 

Rodime said it had negoti- 
ated further facilities from its 
bankers to fund future work- 
ing capital. It warned that 
the high capacity 3'A-lnch 
drive market was becoming 
increasingly competitive and 
that . '‘this will slow our 
recovery process." 

In line with itB new strat- 
egy Rodime yesterday 
announced an agreement 
under which it will sell 
Rodime Systems, its retail 


products division which sup- 
plies mass storage products 
for personal computers, to 
Profit Technology of the US, 
while retaining an exclusive 
agreement to supply it with 
disk drive products. 

Rodime will receive 37m in 
cash for the sale plus 31-5m of 
Profit Technology shares. 

Mr Bailey said that the 
retail business competed 
directly with the OEM cus- 
tomers and had vastly differ- 
ent cost structures. 

Rodime is to become a lead- 
ing supplier of 210 megabyte 
and 100 megabyte high per- 
formance 3 ‘A -inch disk drives 
to Hewlett-Packard’s Apollo 
Systems division, the former 
Apollo Computer. 

It is already shipping prod- 
ucts in quantity for use in 
Apollo's newest workstation, 
the series 2500 and other 
products are being assessed 
by Hewlett-Packard’s work- 
station group. 

Rodime called the contract 
a tremendous vote of confi- 
dence. 


Hi-Tec Sports forecasts £6.4m 


TRADING AT Hi-Tec Sports 
has been better than expected, 
with the help of the new Dutch 
subsidiary, and it is forecasting 
pre-tax profits of £&4m for the 
year to February 5 1990. 

The shares eased 2p to 78p 
yesterday, after one time 
reaching 83p. 

At the halfway stage the 
profit had fallen by £lm to 
£3.1m and the second half was 
expected to produce similar fig- 


ure. For the whole of 1988-89 
the group made £7m. 

Mr Frank van Wezel, chair- 
man, believed the performance 
to be creditable to the circum- 
stances, but stressed that prior- 
ities must be the resumption of 
a sati sf actory rate of overall 
profit growth. 

Continued development of 
the business in North America 
was a key bufldtog Mock in 
that process, and the recent 


acquisition of Cofex (Bad Boys) 
in the Netherlands got off to a 
good start The adverse trading 
environment in the UK 
remained a major fafinmu-ft . 

Mr Derek Watson has 
become finance director, fol- 
lowing the decision of Mr 
Mario Aresti to leave the com- 
pany. Lazard Brothers has 
been appointed financial 
adviser and Hoare Govett 
becomes the broker. 


First Scottish American 
nav up almost 12% 


AT JANUARY SI the net asset 
value of First Scottish Ameri- 
can Trust had risen to 584p, an 
n 7 per cent improvement over 
12 months. 

The company was virtually 
ungeared reflecting a cautious 
view on markets. Over £3Qm in 
cash balances are available for 
investment to equities when 
the outlook improves. 

Earnings for the year ended 
January 81 1990 moved up from 


17 Stp to 28J2p, and a final divi- 
dend of 14p raises the total 
for the year from 16.8p to 




Iross income advanced 44 
per cent to £15m (£10.47m), 
with investment income at 
£ll-94m (£8.65m) and interest 
receivable of £3.08m 
(£L75m). 

The name is to be changed to 
Dunedin Income Growth 
knatautfrut 


Goodwin in profit 
at Interim stage 

Goodwin, the engineer and 
metal processor, returned to 
profit in the half year ended 
October 31 with £70,734 pre-tax, 
against a £493,000 loss. 

Turnover was up from 
£4. 87m to £6.13m. Earnings 
came to Q.64p Goss 4.45p). 

The directors said high inter- 
est on fixed long term con- 
tracts and the effects of infla- 
tion will be carried into the 
second half. 

Foundry and refractory engi- 
neering was buoyant although 
prices were still competitive. 
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SUMMARY OF RESULTS 1989 


1988 


Percentage 

Change 


TURNOVER £l,069m £985m +8.6% 

PRE-TAX PROFITS £52.6m £44.1m +19.4% 

EARNINGS PER SHARE 14Jp 11.7p +23.9% 

S.0p 4.0p +37.5%* 


DIVIDEND 

•Afto- aBmvtng for Moor 39B9 one for ten bonus I 


Alfa Romeo (UK) 

Daihatsu (UK and Eire) 

Ferrari (UK, Australia, New Zealand and Far East) 
Mazda (UK and France) 

Subaru (Australia) 

Volkswagen Audi (Australia) 

The Cooper Group 
Wadham Kenning Motor Group 
Vtedham Stringer . . 

HA. Fox 

Kennings - 

Kenning Leaseline 
Kenning Car and Y&n Rental 
Kenning Tyre Services 
Property and leisure developments 

rv * . ■ • ■ _ [ 

40 Church Street, Staines, Middlesex, Telephone 0784 460000 


This arvtawcernent appears as a matter of record only 
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Roger Levitt 


has purchased a 33% interest in 


The Levitt Group (Holdings) pic 



from 


LIT Holdings pic 


The undersigned acted as financial adviser 
to Roger Levitt in this transaction; 


Chase Investment Bank Limited. 


March 1990 
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COMMODITIES AND AGRICULTURE 


Cocoa out 
of the 
doldrums 

By David Blackwell 

COCOA PRICES broke out of 
the doldrums yesterday after 
months of desultory trading. 
The May contract on the Lon- 
don Futures and Options 
Exchange (Fox) dosed at £674 
a tonne, a rise of £24 on the 
day and the highest close for 
more than three months. 

Analysts said there had been 
no change in the fundamental 
factors which have recently 
taken the price down to the 
lowest level for 14 years. But 
sentiment had ffhangad . 

The May price, which traded 
as high as £684 a tonne in the 
morning, broke through a key 
level at £662 a tonne and 
brought in speculators and 
chartists. Not much origin sell- 
ing emerged, and the market 
continued to attract interest 
from manufacturers. 

Unrest in the Ivory Coast, 
the world’s biggest producer, 
also encouraged the rise. 

"The price has been too low 
for too long,” said Mr Tony 
Chadwick of Prudential Bache. 
“The market has been over-dis- 
counting the fundamentals. 
The surplus is coming down 
because consumption is pro- 
ceeding so well - everyone 
has been putting the consump- 
tion figures up, but in my (grin- 
ion they have not been putting 

thorn up high ettOUgfa." 


Echo Bay’s deep drilling 
comes up with fool’s gold 

Kenneth Gooding describes how a preliminary 
evaluation technique went badly wrong 


S EASONED observers can- 
not remember a more 
embarrassing episode for 
a major mining company in 
recent history than what has 
become known as Echo Bay’s 
vanishing ore body. 

A year ago Echo Bay Mines, 
f o urth -largest of the North 
American gold mining groups, 
sounded fanfares about a 
major discovery at its Cove 
project in Nevada. Now it says, 
“sorry folks, we made a little 
mistake and there is much less 
gold down there than we 
thought" 

Echo says proven and proba- 
ble gold reserves at Cove have 
been cut by 11 per cent to 4.6m 
troy ounces. More seriously, 
“other mineralisation” at depth 
(traces of precious metal that 
have to be further evaluated to 
bring into the proven and prob- 
able category) have been 
dropped from 445m ounces of 
gold to about 0.9m. 

The company planned a big 
production boost because it 
believed it had deep gold at 
Cove, its most important devel- 
opment project by far. Now 
some analysts suggest that, to 
all in tents and purposes, the 
gold does not exist, the eco- 


nomic future of Cove has been 
seriously compromised. 

How did Echo make such a 
mistake? 

. The answer is to be found in 
the drilling methods used by 
mining groups when evaluat- 
ing Mkely-looking projects. 

They start with reverse cir- 
culation drilling. In this 
method a rotary drill is used, to 
produce rock “cuttings” or 
chips. Air and water is pumped 
down the hole under very high 
pressure to flush the rock 
chips to the surface through 
the hollow centre of the drill. 

If reverse circulation drilling 
shows the presence of reason- 
able traces of metal, the 
moves on to diamond drilling. 
This is much slower and much 
more expensive, so it is nearly 
always held in reserve, but it 
produces a cylindrical core of 
rock which gives a modi better 
indication of what can be 
found below the surface. 

Echo sank 560 reverse circu- 
lation holes at Cove. When it 
started diamond drilling the 
results were entirely d i fferent 

The company can only guess 
at what really happen hut it 
suggests that the rich gold ore 
zone below the surface at Cove 


crossed a fault below the water 
table. The rock became very 
weak and drips of the gold- 
bearing ore, eroded by water 
pre ssu re, fan to the bottom of 
the hole and were extracted 
through the centre of the drill, 
thus giving the impression 
there was gold at depths where 
it did not really exist 

Now that 55 diamond drill 
core holes have been made. It 
seems that nearly every 
reverse circulation drill hole 
greater than 300 meters in 
depth was contaminated by 
this erosion of the side wall. 

Some observers suggest that 
Echo should have started dia- 
mond Arming - earlier. But, to 
he fair, it had proved there was 
a lot of gold in the vicinity and 
it was reasonable to assume 
there was much mare to be 
found. The existing McCoy/ 
Cove open pit mines produced 
214^66 ounces of gold and &Sm 
ounces of silver last year. 

Analysts in North America 
and London praise the way 
Echo owned up quickly and 
gave a dialled explanation of 
what went wrong at Cove. But 
analysts are an unforgiving lot 
and Echo’s share price fit is 
quoted in Toronto and New 


Reverse circulation drilling 


How It should work 

Sample returns 


What want wrong at Cove 




Source: Ead» Bay Minas 


York) dropped by 12 per cent 
Ms Jane MacKeMe, analyst 
at the Barclays de Zoete Wedd 
financial services group, sug- 
gests the reaction was “over- 
done.” Echo assured the 
industry it did not wab* Simi- 
lar miwteirpw at tts other impor- 
tant projects — Alasak-Jtmean 
and Kensington in Alaska and 


Kettle River in Washington — 
end the company is on t a rget 
to produce 900,000 ounces of 
gold this year, up from 717,200 
in 1389, she paints oat 
However, Mr Tim Read, ana- 
lyst at the Smith New- Court ' 
financial services group, 
believes the Cove episode may 
cause pronounced lade of 


faith and credibility in (Echo) 
management on the part of the 
marke t and. lenders.” 

Whichever of these analysts 
is right, the lesson from the 
Cove episode is dean it can’t 
he stressed too often that min- 
ing is a risky business, not 
only for the companies 
involved but also for investors. 


Chilean mining industry prepares to live with democracy 

Leslie Crawford looks at the prospects for the country’s biggest export earner after Pinochet hands over power 


C HILEAN MINING never 
had it so good as under 
the 16 years of military 
rule that end on March 11. Nat 
only did President Augusto 
Pinochet’s liberal economic 
team lure back foreign inves- 
tors, so that there are now over 
70 projects worth US$L2bn due 
to start production within the 
next three years, but output 
also doubled at the state min- 
ing company Codelco - the 
world’s Diggest copper pro- 
ducer. 

For the incoming govern- 
ment of President-elect Patricio 
Aylwin, this is a tough act to 
follow. He has been at pains to 
reassure the foreign mining 
companies that have sunk so 
much money to tap Chile’s 
min eral wealth that the old 
regime’s favourable invest- 
ment laws will remain essen- 
foteefc- 

private mining sector 
will be like an island in the 
new government; it will not be 
touched,” predicts Mr Benno 
Schuler, head of the projects 
department at Sonami, the 
Association of Private Mining 
Companies. 

Before the December 14 elec- 
tions, there were grumblings 
within Mr Aylwin’s 17-party 
coalition that perhaps the mili- 
tary government had been too 


tiaTly fa) 

“The 


generous in its dealings with 
foreign investors. Same feared 
that Codelco's dominant role in 
the industry would be under- 
mined by entry of mining 
multinationals and there was 
talk of renegotiating the terms 
of some of the large copper pro- 
jects. 

But since Mr Aylwin’s vic- 
tory. not a word has been 
head on the subject 

Mr Schuler said Sonami 
invited Mr Aylwin for a chat 
shortly before polling day and 
convinced wm of the inadvis- 
ability of tampering with 
either the country’s mining 
code, which grants virtual 
property rights over mining 
concessions, or the foreign 
investment code, which fixes 
taxes, allows profits to be 
shipped abroad and guarantees 
that a company can pun out Us 
capital after five years. 

What the new democratic 
government is committed to 
changing, however, is the mili- 
tary regime’s draconian- labour 
laws. These broke the back of 
Chile’s once-powerful Copper 
Workers Union by forbidding 
industry-wide stoppages and 
allowing companies to hire 
temporary workers to replace 
striking miners. 

There will also he pressure 
to increase wages, but this 


worries foreign mining experts 
less in a capital-intensive 
industry than the possibility of 
lost production through labour 
strifa. 

Having decided to leave the 
private mining sector alone, 
Mr Aylwin’s team is taking a 
long, hard look at what to do 
with Codelco. 

The state company’s four 
tnhwn^ Chuquicamata, El Teu- 
tonic, Salvador and Andina, 
last year produced a record 
L24m tonnes of copper, 14 per 
cent up on 1968, and because of 
high world prices in 1989, it 
also achieved record sales of 
US$a£bn. This accounted for 
about 77 per cent of Chile’s 
total mining output and 45 per 
cent of export revenues. 

Codelco plays an even 
greater role in the p>im r atfa m 
of government revenues. A 
tenth of its gross copper 
exports are used to finance the 
Armed- Forces and the outgo- 
ing managing director, Mr 
Patricio Contesse, estimates 
that over the phst 14 years 
Codelco has contributed $l2bn 
to the Treasury’s coffers. 

“Codelco has been the mili- 
tary government's milking cow 
and the incoming government 
will continue to milk it for tax 
receipts and export revenues to 
finance social projects,” says 


one US mining expert. “The 
question is, wfil they feed it?” 
^ Mr I van V alenzuela, the 

ftttUre deputy mining minister , 
is all too aware of the dangers 
of s t arvin g Codel co. He cr iti- 

the militar y pWP niiTwmf 

for investing almost exclu- 
sively in expanding output to 
the detriment of exploration 
a nd tfro company’s smelting 

aryl refining farffitfea. 

“This policy has reached a 
daad end,” Mr Valenzuela said 
There is no farther room for 
expansion in Chxunricamata or 
El Teniente and there are also 
serious production bottlenecks 
because of Codelco’s problem- 
plagued smelters.” 

A t El Teniente, the 
world’s largest under- 
ground urine, the acci- 
dent rate hub sn o w balled 
miners began tunnelling into’ 
the tough and brittle primary 
rock which contains all of the 
mine’s wwnatrihig'.TBBgrvpw six- 
miners were killed in a rock- 
burst in January, bringing the 
total number of c tt giraitina in 
the past 12 months to 23, In the 
past, fata] accidents at 13 Ten- 
Sente rarely camfe to two or 
three a year. 

The accidents at El Teniente 
reflect the fact that all of Cod- 
elco’s four divisions are suffer- 


ing from rinrHwing OT6 
This makes the need, for 

Im prov i ng flu nmwpany *!* tnat. 

ment capacity all the more 
acute, as the mines will have 
to extract more ore in fature to 
obtain th e same amount of cop- 
per. 

* Lower ore grades will also 
affect the company’s profitabil- 
ity at a time of falling copper 

Another factor that will add 
to Codelco’s costs is the prob- 

■ lem of pollution. Mr Valen- 
zuela predicts that “green” 
concerns will become more 
prominent In Chile’s new 
democracy and that Codelco 
will have to play a leading role 
in cleaning up the' industry. 

“To lower costs will be diffi- 
cult; to Tnfltetatn COStS Will be 
an achievement,” Mr Valen- 
mnia said. Sobdo mining ana- 
lysts think this would be a mir- 

j flfip 

V— DekpiteCodelco’splazisto 

■ uitiiiw breaking new produc- 
tion records in the -1990s;, for- 
eign analysts believe the com- 
pany’s output probably peaked 
in 1989. Henceforth, the motor 
for continued growth will be 
the big foreign mining ven- 

. lu res like. the yi-iHn Escondida 
project, which is due to start 
production in January 199L 
-But Mr Valenzuela believes 


Codelco can also play a new 
rede by actively seeking joint 
v e ntur es with foreign compa- 
nies, both in Chile and abroad, 
by investing .more in exploca- 
tiou and by diversifying pro- 
duction to reduce its depen- 
dence on copper. . 

To this end, the incoming 

y wiw iwiMwt Had fo fight, tOOUL 
arid naff a gatna t'a law jdawnad 

by tile military junta which 
sought to • restrict Codelco’s 
activities exclusively to copper 

mfrrhig Hi We Untr nariaHwg rHwLr 

stems. A watered-down version, 
of the law will be passed by the 
junta on February 20 - less 
than three weeks before it 

- hands over power to the new 
gove rnment — with fHn offend- 
ing article removed. ’ 

Mr Valenzuela would Eke to 
transform Codelco fame plod- • 

- ding giant-, into a d ynamic 
i nte rn ati onal company. 

- “Codelco supplies .almost 
. one-fifth, of the AmsociaUst 
{.world’s copper, ahA yet -it does - 
not have the -International 
weight at its productive capac- 
ity,” he said. “We have good 
technicians, but no entrepre- 
neurs.” 

Part of the probtem lay in 
the military government’s pref- 
erence for naming generals 
with little expertise in mining 
to head Chile’s largest com- 


pany. From March 11, Codel- 
co’s hew head will be Mr Ale- 
jandro. Noeml, a H nrfnnwmian 
from a muring family which 
owns Important gold mines in 

fthUp- 

As far as joint ventures are 
concerned, Mr Valenzuela says 
Codelco is holding exploratory 
falkw with CTP py munnftn dim - 
ing companies in south east 
Asia and that these conld bear 
ftnit in flm p e e r ftrtnrw. • 

**TTn tri mw fVvWwi ha s be e n 
only worried about taking its 
copper to port,” Mr Valenzuela, 
said. “We want to find ways of 
increasing the value added of 
our product and this will 
involve es tablishing Codelco’s 
presence where the markets 
ere." He even dreams of gain- 
ing a toehold in Europe before 
- 1Q92, but he mimHn that the 
company many have left it a 
bit late for that 
Attracting foreign partners 
. to ibuild. more refineries in 
; Chile may.be mare difficult. 
Projects like Escondida, ‘ for 
example, have been finanoed 
through sgriing fixture produc- 
tion of concentrates to smelt- 
ers in Juan and Europe. For- 
eign analysts predict Codelco’s 
terms will have to be very gen- 
erous to persuade private min- 
ing companies to invest in new 
processing capacity in Chfle. 


Dramatic 
changes 
studied 
at LME 

By Kenneth Gooding, 
Mining Correspondent 

THE LONDON Metal 
Exchange, which dominates 
world terminal market trade in 
non-ferrous metals, is consider- 
ing dramatic changes to its 
contracts. 

Members have been asked to 
consider futures contracts 
which would stretch to three 
years compared with the pres- 
ent 15 months. 

At the same, time, contracts 
might encompass a multitude 
of other currencies as wen as 
the currently-used US dollars 
and sterling. 

Mr David King, the new 
chief executive, said yesterday 
the changes were being 
suggested in response to “the 
ever-changing commercial and 
regulatory environment” in 
which the LME was operating. 

“There are many advantages 
and disadvantages to effecting 
changes to the present contract 
structure and all of these win 
be debated fully by the 
Exchange, its members and, 
where appropriate, other inter- 
ested parlies, over tile coming 
weeks." 

Mr King said an eztewaiQn oj 

the trading period would 
enable every trading day up to 
12 months forward become a 
“good delivery” day. Thereaf- 
ter good delivery days would 
fall on tim third Wednesday of 
each month until the end of 
three years. 

At present good delivery is 
each trading day from one to 
three months and the third 
Wednesdays of the fourth to 
fifteenth months. 

Indonesia to 
renew mining 
contract 

By Kenneth Gooding 

INDONESIA WILL renew 
Freeport McMoRan’a contract 
to mine copper and gold in 
Irian Jaya and explore new 
areas, said Mr Ginaitfar Karta- 
sasmita, mines and energy 

minis ter. 

But Freeport would be expec- 
ted to increase local ownership 
to at least 20 per cent 
compared with 9 per cent at 
present and the Government 
wants a smelter built before 
the current contract runs 

oot. ■ 

.\ Freeport’s 30-year contract 
epepfres-in 2009. The company 
recently announced a 8550m 
scheme to double copper and 
gold production by 1993. 

Mr James “Jim-Bob” Moffett, 
Freeport chairman, said output 
would jump to 500m lbs of cop- 
per and more than 500,000 troy 
ounces of gold a year. Cupper 
could be produced at 60 emits a 
lb.. 


WORLD COMMODITIBS PRICKS 


LONDON MARKETS 

BASE metal prices rose across the 
board on the LME yesterday. Copper 
closed ahead altar reversing a 
morning retreat Traders said the 
sudden buying and borrowing (buying 
cash and selling forward) attention in 
cash metal appeared to reflect the 
possible shipment of metal from LME 
warehouses to the US, where Comex 
stocks have only recently picked up to 
4,078 short tons from a 16-year low of 
3,020. There also appears to be good 
demand in Europe for low grade 
copper, largely due to a scarcity of 
scrap material. Zinc, lead and 
aluminium Armed on the back of the 
improving copper prices. Nickel 
recovered some of Tuesday’s loss as 
short covering emerged following 
some moderately active European 
merchant buying. On the bullion 
market gold drifted lower In subdued 
trading. 
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637 

OH 

646 823 

Cash 6350-70 

6290-300 

8361 

8381-2 


Jul 

647 

880 

861 835 

3 months 848D80 

6420* 

8820(6480 

8480*0 

84808 0 tats 

8«p 


BB2 

665 640 

Tlac, Ypedal Mgh Oe 

de (3 per tonne) 



fting turnover 20,800 tonne 



685 


Cash 1488-8 

144*8 

1468(1472 

1472-3 


Mar 

70S 

701 

707 890 

3 months 1448-7 

142+8 

1480/1420 

1436-8 

1447-8 1.781 Iota 


Turnover. 12148 (7386) tots ol 5 tomes 
ICO Indtoator prices (US cento per pound) tor 
Feb 27: Comp, deity 71.08 (71.42). 16 day ever 
age 67J3 (00.84) 


Zinc (3 per tonne) 


Hhifl t u rnover 2^60 tonne. 


Cash 1478-85 
March 80 145560 


143540 

141520 


148570 
14 


0 Jots 


(3 per tome) 


Ua Clsstog tn i 
SPOT. 1.6806 


3 months: IMS 


6 months: 1.9408 


■ months: 14167 


Raw 

Close 

Previous 

Htgh/LQW 

Mar 

314*0 

3T7.00 

318.40 314*0 

May 

318*0 

318*0 

320*0 318*0 

Aug 

310.00 

318*0 

31940 317*0 

Oct 

311*0 

310*0 

311*0 31000 

Dec 

307.20 

306.00 


White 

Close 

Previous 

Mgh/Low 

May 

423* 

429* 

424*421* 

Aug 

419* 

420* 

421*417* 

Oct 

390.5 

391.0 

436jQ 388l5 

Dec 

372* 

370* 

418*368* 

Mar 

386* 

364* 

383* 388* 


E/toma 


Close previous High/Low 


Apr WL8 1874 

Mey 2244 2184 
Nov 884 


1828 1874 
2244 2184 
1004 884 


Turnover: Raw 6883 (18782) lots of 50 tomes. 
While 1466 (1257) 

Paris- White (FFr per tonne): May 2417. Aug 
2415b Oct 2260, Oee 2180, Mar 2136t May 2138. 


Turnover 214 (224) tots «f 40 tonnes. 


S/barrel 


Latest Previous High/Low 


Apr 1847 1941 1848 18 l33 

May 1840 1848 1840 1843 

IPE Max 1845 1847 


Turnover: 6535 (4880) 


S/tonm 


E 8 tome unless otherwise stated, p-ponca/kg. 
C-CflfltS/lO. r-rtngiHt/Kg. x-Fob/Mar. l-Mar/Apr. 
v-Jen/Mar. w-Mar, z-Apr. tMeai Commission 
average tatsuck prices. * change bom a weak 
ego. WLonoon physic al martat ICIF Rotterdam. 
Bui Don mortal ctoso. m- Malaysian certs/kg. 



Latest 

Previous 

MgWLow 

Mar 

170.00 

171*0 

172*0 169*0 

Apr 

165.75 

187*5 

183.00 188*0 

May 

163*0 

168*0 

164.78 18275 

Jun 

16? IS 

184*0 

163.78 162*6 

Jia 

184*0 

165.75 

164.00 182*0 

Aug 

105.75 

167.75 

165*0 

Sop 

187*0 

188.75 

168.75 

Nov 

168*0 

172.75 

188*0 188*0 


ftmover 3168 (5474)toce of 100 tonnes 


BUY INO In th* Sooth American market by a 
Russian delegation has raised hope* that 
lo w priced competition in world markets 
may have l essen ed, t te esnei . prices 
negotiated are ol a substantial <8soount on 
Australian floor prtcaa levels. 

Australian prices remain aubetantWy low, 
AWG buying amounts to 36K. 

Trade In leading wool countries to alow. 
Prtcaa are competitive and llnlo changed. 



C/tame 


Ctoea 

Previous 

Mgh/Low 

Apr 

Oct 

123*0 

122*0 

124*0 

121.00 

128*0 moo 

122*0 

Turnover 78 (75) tots of 20 tonnes. 

wiswiii rofwn - mm 

nCVlndva point 


Cl oee 

Previous 

High/Low 

Mar 

Apr 

Jul 

Oct 

Jan 

BFI 

1850 

1855 

1386 

1488 

1485 

1804 

1648 

1660 

1386 

1488 

1485 

1803 

1850 1866 

1888 1841 

1386 1386 

1486 1480 

1488 

Turnover 257 (127) 

8HJUW 

- VO 


tltam 

Wheat 

does 


MetvLow 

Mar 

May 

Jun 

112.60 

115*0 

117.75 

112.15 

116*6 

117*6 

112*0 112*0 

115*0 118*8 

117*0 11773 

Barley 

Ctoee 

Previous 

High/Law 

Mar 

'May 

106.16 

108*0 

105.15 

107 JO 

106*8105*8 

108*0 107 JO 

turnover: Wheat 287 (123). Barley 9s (81). 
Turnover tots at ICO lormee. 

PM8 — 

■nr 

(C«ft Settlomoiit) prtfg 


Ctoso 

Previous 

Htgft/Uw 

Apr 

Jun 

128* 

120* 

1»* 

120.0 

120* 119* 

120* 120* 


fltoM (tine ee) 8 prtoe 


2 equivalent 


407 >4 -407V 

Opening dOO-dOSfe 

Morning fix 4054 tO 
Alla moon fix 407.70 


242V-04S 
240 V -241 V 



Ctoea 

Previous 

Mgh/Low 


Apr 

608* 

300* 

512* 

803.1 

Jd 

• Bit* 

614* 

617* 

609* 

Od 

617* 

820* 

820* 

615* 

Jen 

628* 

5287 

628* 

o: ' 

HMH ORAM GOPPBB 2&000 Umk centedbe • 


Ctoee 

JbWitotai 

Mgh/Low 


Mar 

113*0 

111*0 

114*0 

112*0 

Apr 

110*0 

108*0 • 

110*6 

110*0 

May 

108*0 

»8.73 

108*0 

108.78 

Jun 

105*0 

10473 

106*0 

T06L2B 

Jut 

104.40 

WS. 15 • 

tOi4Q 

103*0 

Aug 

103*0 

10275 

103*0 

103*0 


.101.70 

101.15 

102*0 

101*0 

Dec 

88*0 

89100 

88*0 

0 



latest- 

Preykwa 

Mgh/Low 


Mar 

5765 

8616 

5830 

6735 

Apr 

6680 

5728 

5725 • 

5850 

May ; 

68)0 

6648 

5845 

6570 

Jun- 

3530 

6885 

6S80- 

6606 

JM-. 

6530 

5578 ; 

6546 

6490 

Aug 


6637 

5690 

6560 

Sep 

5700 

5760.- 

6720 

5875 

Oot 

6770 

6B2D 

5770 

5780 

Dec 

6840 

8080 

8840 

0 

COCOA to towtsaS/tannea 


- Ctoee 

Previous 

.MgttfLow 


Mar 

' 1078 

*1048- - 

1084 

1073 ' 

May 

1086 

•• wao 

1063 • 

1051 • 

Jut 

1080 

1032 

1067 

1065 

sop 

• 1088 

1046 

1078 

1008 

Dec 

. 1098 

. 1071 ' 

1108 

1084 

*tar 

1120 

1080 

1120 

0 


Chicago 


SCVA8EAN8 5.000 bu mhv cento/EKNb bushel 



Close 

Previous 

High/Low 


Mer 

Bean ■ 

581/4 

667/0 

560/2 

May 

581(0 

-574/8 

681/0 

573(6 

Jul 

5B2/B 

588/2 

6B3/D 

685(4 

Aug 

896/D 

689(8 

896/0 

689/4 

Sop- 

591/0 

560/2 

594/4 

588/4 

Nov 

000/0 

683/4 

600/4 

593(0 

Jan 

eoan 

602/4 

009/0 

603/D 

Mar 

820/0 - 

812/4 

020/0 

612 « 


SOYABEAN 08. 80,000 lbs; canta/lb 


I -C- 874KWM; conte/lbs 



Ctoss 

Previous 

High/Low 


Mar 

21*0 

20.06 

21*9 

20.68 

May 

21.45 

anna 

21.50 

20*3 

Jul 

21*2 

20*2 

21*2 

,20*5 

Aug 

21*0 

20*0 

21.30 

20.85 

Sop 

21.10 

20.60 

21*0 

20.86 

Oct 

20*6 

20*0 

20*0 

2045 

Dec 

20.75 

20*5 

20.75 

20*8 

Jan 

20*0 

20*2 

20*0 

2035 


241.715 



Ctoee 

Previous 

Mgh/Low 


Mer 

- (W OO 

80*4 ' 

83*0 ' 

saio 

May 

83*0' 

81*6 

83*0 

80*5 

JU 

86*0 

82-45 


9246 

Sep 

8650 

8LT0 •- 

88*0 

94*0 

Dsc 

88*8 

. 88*D 

9855 

98*5 

Mar 

102*3 

9803 

100*0 

0 

May 

103*0 

101*5 

101*0 

101*0 

Jul 

KO.TO 

102*8 

na.73 

102*0 


SOYABEAN HEAL 100 tons; S/ton 



Ctoee 

Previous 

Hljyi/Low 


Mar 

162* 

181* 

102* 

100.7 

May 

188* 

188* 

188* 

184* 

Jul 

1704 

1684 

170* 

168* 

Aug 

172* 

171* 

1724 

171.0 

Sop 

174.4 

173* 

1744 

172.8 

Oct 

176* 

174* 

178* 

1744 

Dec 

179* 

177* 

179* 

17712 

Jan 

181* 

179* 

181.0 

178* 


MAIZE 5400 bu min; cente/5Kb bushel. 


Day's high 
Day's law 

408V410 

wr-40rh 


cates 

S price 

t oquhmtont 

UapMoof 

410-421 

240-210 , 

Britannia 

416-421 

246248 

US Esgto 

418-421’ 

346249 

Angst 

416421 

24^248 


JOB-GOB 

240-242 

Now Sov. 

S6V8BU - 

S7-a>2 

Old Sov. 

96V0BV ’ 

57-66 ly 


8 UOAA WOW* -11- 112400 Bte: conto/Tbe 
Close Previous 'Mgh/Low 


sum 5,000 trey oc caetsAroy oz. 


Noble Plat 5188562546 906*0*1140 


pnne ox 


US oto equlv 


Spot 30340 

3 months 31540 
6 moMhs 32648 
12 mo nt hs 348JU 


TWMwn omoia 

AtamMum (88.7%) 

CaBe 


Puts 

Strike price f tonns Mar 

May 

Mar 

May 

1400 

’81 

110 

1 

17 

1300 

15 

so 

26 

66 

1600 

1 

17 

MB 

121 

Copper ffinade A) 

CM la 

Pun 

2300. 

151 

-MS 

i 

44 

2400 

82 

85 

12 

85 

2S00 

13 

84 

82 

143 

Codes 

May 

Jul 

May 

J»i 

600 

48 

•7 

11 

22 

660 

21 

40 

34 

45 

700 

7 

22 . 

70 

77 

Cooes 

May. 

Jul 

May 

Jut 

800 

77 

87 

3 . 

- 18 

650 

38 

30 

15 

41 

700 

16 

14 

40 

75 

Braal onto 

Apr 

May 

Apr 

May -i 



Close 

Previous 

Hoh/Low 


Mar 

610* 

607* 

511* 

607* 

M«Y 

616* 

516* . 

620* 

516* 

Jl4 

625* 

524* 

62&0 

523*. - 

S-P 

034* 

634* . 

538* - 

832* . 

Dec 

546* 

544* 

S4&* 

644* 

Jan 

54S* 

547* 

548* 

548* . 

Mar 

688* 

658.1 . 

600* 

557* 

May 

558* 

564* 

5655 

0 . 

Jul 

673* 

672* 

673* 

0 

CHUM OB. OJBhQ 42*00 US goRe 8/banel 


Latest 

Previous. 

Mgh/Low 


Apr 

21*8 

21*6 

21 Jt 

21.48 

May 

21 JO 

21*8 

21.74 

2147 

Jun 

21*6 

21*4 

21*6 

2147 

Jul 

21*0 

21*2 

21*0 

21*4 

Aug 

21*9 

21*6 

21*8 - 

21.18 

Sep 

21- 15 

21*6 

21.17. 

21*4 

Itov 

21*0 

21*1- 

21.15 

20*8 

Deo . 

21*8 

21*0 

21,14 

20*6 

Jon 

*1*0 

2LW 

2101 

3045 


Mar 

14*1 

T4*6 

14*0 

M.15 

May 

1445 

1448 

14*3 

14*8 

Jul 

14*3 

14*8 

1440 

14*3 

oot 

T3*6 

> 13*4 

14*3 

13*8 

. Mar 

13*8 

13*4 

13*4 

13*2 ’ 

Mey 

18*0 

13*5 

0 

0 

Jul 

13*2 

12*0 

0 

0 

COTTON 80*00; centa/lbo . 


Ctoee 

Previous 

Mgh/Low 


Mar • 

68*6 

68*0 

68*0 

66.75 

May 

7045 

7tt3* 

70.62 

70*4 

JU 

70*6 

70*2 

70*0 

70-82 

Oct 

06*0 

6020 

68*5 

88.16 

Dec 

04*0 ‘ 

04*2 -. 

64*8 

64*5 

■CRANBE JUICC 15*00 lbs; oenta/lbe 


dose 

Pravfoua 

High/Low 


Mar 

181*0 

184*5 

183*0 

181.10 



Ctoee 

Previous 

High/Low 


Mer 

248/6 

245/0 

2*7/2 

244/4 

May 

253/4 

251/4 

283/4 

230/$ 

Jul 

267/8 

255/6 

257/8 

265/0 

Sep 

235/0 

2S3/6 

256/4 

2S3/0 

Doc 

253(0 

25 m 

253/? 

251(0 

Mer 

253/0 

268/0 

258(2 

257/0 

Mey 

281/D 

200/0 

282/0 

260/4 


W H AT 8400 bu min; oante/BOto-buahal 


w*y 

Jul 

*w> 


dan 

War 


1B0J0 

18840 

1B*45 

17840 

17840 

17840 


10146 

TBB40 

184.75 

17576 

17840 

17840 


10CL40 
188. W 
18540 
17840 
17840 

17640 


18040 

188.10 

16340 

17940 

17540 

17840 



Ctoee 

Previous 

MfltVLene 


Mar 

383M 

384(2 

398/0 

*91(2 

May 

302/0 

363/4 

384/2 

(362/0 

Jul 

344/8 

346/4 

347(0 

344/8 

361/4 

Sep 

3SV4 

362/6 

353/0 

Dec 

383/4 

364/4 

364/4 

-X3M 

Mar 

371(4 

371/0 

372(0 

371/D 

LIVB CATTLE 40,000 JbK cents/Tba 



Close 

Previous 

Hlfpi/Low 

1 

Apr 

7645 

75*7 

75*2 

,73*7 

Jun 

7085 

7072 

71.12 

.70-73 

Aug 

7062 • 

7036 

7072 

7040 

Oa 

7050 

72.42 

72*2 

72.40 

Dec 

72*2 

72*2 

72*2 

7277 

Feb 

72*6 

72*0 

72*0 

72*0 


UVEHOOS 30,000 Mx centsAbs 


1800 . 
1890 
2000 


12 31 

a 


| BMWGMB ] 

[RBfnm {Base; September 18 1831 

.-.WO) j 

- Fab 28 

Fab 27' ntptii ego yr ago | 

1831* 

T823* T7B1-7 

.1960* -j 

| bOW JONES- (Baas: Dec. 31 187* * 

WO) 1 

Fab 27 

Fob 28 intihagoyr^Sb ] 

Spot. 1P?*p 

130*7 . 127*8 

138*6 

Futures 131*8 

131*8 t27A0 

138134 



Ctoee 

Previous 

Mgh/Low 


Apr 

60*5 

49*2 

50*7 


Jtai 

64*5 

54*2 

55.10 


64.15 

.63*7 

64*S 

EL7S 

Aug 

51*2 

81*2 

*990 

61.80 

Oa 

48*5 

47*2 

47*8 

48*0 

Dec 

47*0 

47*0 

47*6 

47.10 

Fob 

47*0 

47*2 

0 


Apr 

46*0 

45.70 

D 

0 


POW 0ELUE8 40400 ft* cantsflb 



C)0M 

Previous 

Mgh/Low 

. 

Mar 

B1*S 

51*7 

62*0 

r 49JS0 

May 

3245 

62.70 

54*0 

‘31.10 

Jte 

53*0 

93*0 

64*0 - 

*2*5 


01*2 • 

81*7 

62*0 . 

-60*0 


85*8 

85*6 

67.00 

5640 

Mar 

96*0 

56.00 

67*0 

0 


Turnover 211 (0) Iota at 3450 kg 


8 

98 
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LONDON STOCK EXCHANGE 


Trade deficit unsettles Share prices 


FINANCIAL TIMES STOCK INDICES 


i^is 

v % 


‘■t %< ■ ■ -It *c* ■ ^ 

r " * m J. . 4i^.r 

iix 

ms’ 7 : :^ 


, ' ■-*:(: 
■ - V.r-j ■» 


iiicsia ft 
w inlnfej 
ract 

fVeK* Gooc.r: 


THE RALLY to. the UK stock; 
market was chedced yesterday , 
by news of a substantial 
increase to. the UK monthly, 
trade deficit, although analysts 
found plenty of room for argu- 
ment over /the significance of 
“erratic items" to the near-dou- 
bled January currefa account 
deficit of ElJbn. :: 

The stock, market turned in a 
similarly erratic perfonhancai v 
finally closing little changed 

an the day after shedding an 

early gain when the trade fig- 
ures were announced and then 
abandoning an. attempted 
recovery despite a strong open- . 
tog to the Wall Street session. 

The final leading showed the - 
FT-SE Index a mere 0J5 paints 

British 
Airways 
in demand 

A singte trade of. 2m. British 
Airways shares drew attention 
to the stock as well as under- 
pinning the share price. Deal- 
ers said the block had been 
placed with US institutions by 
a non-UK- owned securities 
home. 

Dealers noted US buying 
throughout the session yester- 
day, partly on the back of an 
overnight change of recom- 
mendation from a US analyst 
t o war ds buying the airline sec- 
tor. British Airways is well 
traded in toe US. 

Also attracting Wall Street’s 
interest in BA was the fact 
that US investors can from 
today buy the convertibles 
which were Issued last autumn 
as part of the plan to take a 
stake in UAL, That plan was 
eventually abandoned after the 
convertible issue had been 
completed. 

BA rose to I96p at one paint 
but eased just before the close 
to 135p, just a penny up on the 
day. Turnover reached 4m 
shares. 

Insurer lower 

General Accident gave the “ 
market an unpleasant surprise 
by revealing preliminary 
results sharply below even the 
more pessimistic forecasts. 
Pre-tax profits from toe com- 
posite insurer were £i47m, 
compared with last time’s 
£294. Im and a market forecast 
range of £158m to £170m. 

Dealers and specialists -said 
the final dividend of 32.5p, 
bringing toe year's total to 50p, 
compared with last year’s 44p, 
was also lower than; expected. 
Many analysts had pehctned ip 
52p. ; 

General Accident shares 
promptly dropped to a low of 
Z058p before steadying and 
ending the session a net 40 
down at IQ65p. Turnover was 
687,000 shares. 

The company said It had 
been hit by, most notably, a 
weak performance in the UK, 
especially to its estate agency 
businesses and underwriting 
performance, and claims aris- 
ing from Hurricane Hugo. 

Mr Trevor May of the 
JNomura Research Institute, 
describing the results as “bad", 
added: "There Is nothing to 
these figures to change percep- 
tions that General Accident is 
a dull company.” 

Mr Andrew Goodwin of UBS 
Phillips & Drew labelled the 13 
per cent dividend increase 
"Very disappointing. A lot of 
institutions are unhappy hold- 
ers of the stock; they are now 
wondering what they can . 
expect in the way of dividend 


Account Dw ell im 


-Maf* ■ Mnr lS ■ Apr 2. , 
*Hmt Him dMffRfli my-ftfe* *• 

1 U— eb lMo ImrtMi E dMW —rB«r _ ~ 

up at 2,255.4. Once again turn- 
over- was thin,- with Seaq. ^bt 
ume ait' 363m. shares, -barely, 
changedfrnm Tuesday's 862m. 
"Traders drew come comfort 
from tile continued absence c£ 
significant selling as the mar- 
ket lost momentum in late 
dealings, when the Govern- 
ment bond market was sharply 


growth, in the future”. Mr 
Goodwin cut his forecast of the 
current year profits to £165to 
. Commercial Union was unaf- 
fected by the sharp falls In 
other composites triggered by 
General Accident’s poor fig- 
ures. ClTs preliminary figures, 
released early to the session 
were , given a good reception 
and CU shares . closed 2% 
higher at 477p after 480p; turn- 
over was S.3m. Analysts 
described toe restate as - highly 
aa«wfarj«ry _ Pretax p rofits Of 
£ 150.5m, although well down 
on last time’s £20L8in, were at 
thg top of estimates which 
ranged from as low as £120m to 
£150m_The dividend “was well 
up with expectations,"- tpdd nr|p 
analyst. 

Other composites- suffered 
from the impact of General 
Accident’s numbers. Royal 
Insurance, scheduled to report 
today - Hoare Govctt expects 
pre-tax profits of £185m, 
against £223.4m, BZW and UBS 
Phillips &Drew are- going for 
gigQm J anil County for eiasm- 
Guardian Royal lost 7 to 280p 
on 4.4m Son Alliance 11 to 
29lp, tumovor of k9m. 

Abbey NathmaTs first set of 
preliminary results since last 
July’s flotation, gained toe 
market's approval and the 
shares moved smoothly ahead 
to dose 4 higher at 189p. Bar- 
clays rose 5 to 568p in front of 
today’s preliminary figures 
which should see 1 the bank 
increase Its third world debt 
' provisions up to toe 70 per cent 
marie. 

‘ Henry AimKarhor added 5 at 
78p after the full-year results, 
showing profits up from £7 Jflm 
to £10J.4m. 

Thorn EMI uwy under sus- 
tained pressure late in the ses- 
sion as the market picked up 
the scent of an imminent fund 
raising operation to pay for an 
expansion of the group’s music 
businesses in tJS. 

The suggestioBL was, that 
Thorn was about to -reveal toe 
acqrisifioh of Gefien, amajor 
TJS record company with' an 8 
per cod share of US pop album 
sales. Thom already has a stee- 
able slice of the VS album mar- 
ket via Its Capitol and EMI 
labels which together are -esti- 
mated to have around 8£ par 
cent of the album market. 

Estimates of the purchase 


letter. hints , nf an Impend- ■ 
tog convertible rightsissue dr- 
. ciliated hi '.the equity sector. 

TheUKJamiaiy trade defldt 
was considerably greate r than 
predicted to the City and an 
early gain of 10 points in the 
.Tootsie was quickly eliminated 
on . the announcement: Share 
prices . rallied as analysts 
assessed the implications of 

dlflmnnd irrrpnrb: and pArm fta 

exports Included to the Janu- 
ary numbers and also the 
downward revision, off the 
December trade deficit, bat the 
rally did not hold. 

Equity strategists took toe 
1 .trade, deficit news more calmly 
than their counterparts in toe 
band markets. While there was 
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price ranged up to 3700m. The 
deal is expected by analysts to 
be ftmded partly by . a rights 
issue at convertible preference 
stock. ; 

Thom EMI shares dfoped to 
69ip at one point but later rat 
Bed to dose at net 12 down at 
63 7p. Turnover of 1.5m was 
much higher usual levels 
'fa the stock. 

. British Kidney Patient Asso- 
riatkm, an investment trust, 
added 10 at 306p after Saying it 
was in talks which might lead 
to an offer befog made for the 
company. 

Worries about the possible 
impact on toe water companies 
of a halt to dumping of sewage 
to the sea caused nervousness 
throughout the water share 
sector. Mir Nigel Hawkins of 
Hoare Govett recommended a 
switch out of North West 
Water ^down 5 at ltflp) and 
- Northumbrian Watery (down 8 
' si VBS& which conia be: badly 
. affected by any bhangs' in pol- 
icy, and -into Yorkshire and 
Severn Trent. Yorkshire were 
only marginally easier at 185p 
while Severn Trent held at 
148p. 

LASMO shares see-sawed 
after the group announced 
.their preliminary figures. 
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Tokai Bank’s 

European 

director 

TOKAI INTERNATIONAL, 
London subsidiary of The 
Tokai Bank, Japan, has 
appointed Mr Rodger Livesey 
as deputy managing director. 
This is the first time that a 
European has been appointed 
as an executive director. The 
bank says "it marks a further 
step to the domestication of. 
the bank's capital market 
operation.” 

■ Mr John Emmett has been 
appointed banking director 
at LEOPOLD JOSEPH, and 
will join the board of Leopold 
Joseph & Sons. He was at 
Basque Paribas. 

■ Mr Geoffrey Meakto, 
formerly vice president and 
head, UK p ro p e r ty finance 
g r oup , Manufact urers Hanover 
Trust Co, has been retained 

as banking adviser to 
BEECHER & CO. 

■ Mr Oliver Prior, deputy 
chairman professional and 
financial risks, non-marine 
group, has joined the b oard 
of Lloyd’s brtiker, WILLIS 
FABER & DUMAS. 

■ MrTonyMerricks, 
managing director of Stent 
Foundations, has been 
appointed to toe board of sister 
wwq pguy BAL FOUR BEATTY 
CONSTRUCTION’S southern 
construction division. 


■ SHEA RSON LEHMAN 
H UTTON has promoted Ms 
Carolyn Moses from deputy 
to head ofresearch in London. 

■ Mr Dea n H andley h as Joined 
BANKERS TRUSTEE 
COMPANY as associate 
director with responsibility 
for unit trusts. He was 
formerly with Sun Alliance 
Trust Company. 

■ Mr Michael Bardsley, a 
director of Wood ft Wood 
International signa awH of 
Sensor, has been appointed 
a non-executive director of 
UNICHEM from March 1. 

■ ENTERPRISE OIL has 
appointed Mr Say Dafter as 
director of corporate affairs 
from March 12. He will join 
the boards of Enterprise Oil 
Exploration; and Enterprise 
(BiF), and will become a 
member of the group 
management committee. Mr 
Dafter is deputy chief 
executive and head of 
consultancy with Valin Pollen. ■ 
Previously he was PR director 
at the Electricity Council, and 
before that energy editor of 
tins newspaper. 

■ ADAM & COMPANY 
GROUP has appointed Mr RJL 
Estwlstie as & director. He is 

a director of the group’s 
banking subsidiary, Adam & 
Company. 

■ Hr IQke Dodds has been 



Of POLYCELL PRODUCTS. 
He was marketing manager 
at Quaker Oats. 


From March 1 Ur Donald 
Parvln (above), a 
non-executive director, 
becomes deputy chairman of 
AWD, Dunstable. He was 
group chief executive of 
Matthew Hall before joining 
AWD last ye at, Ur Ron 
Hancock, who joined AWD as 
m anagin g director to 1987, is 
returning to his other business 
interests, but wffl beavaflaWe 

as a c onsultant. - 

■ C£ GROUP, . 
Wolverhampton, has appointed 
Mr Patrick McTighe as a 
non-executive director. He Is 
deputy chief executive of the 
Davy Corporation. 

■ MARLING INDUSTRIES 
has appointed Mr Geoff 
Browning as a director. Hie 
relinquishes Ma post aa Joint 
managing director of - 
subsidiary BoaBoy, but 
remains on its board. 


..concern over the month's 
imports total of £L0.57bn, the 
general view was that the Jan- 
uary figures made Uttie change 
: to toe case fog a cautious Bud- 
get month from Mr John 
Major, the UK Chancellor. 

The stock market was also 
unsettled by poor profits from 
General 'Accident, , although 
these were balanced by a more 
satisfactory result from Com- 
mercial Union. The insurance 
sector has been shaken by 
some estimates of £3J5tm to 
storm damag e fa. the UK since 
the beginning of the year. • 

The UK stock market’s 
uncertainty to toe face of far- 
ther recoveries overnight in 
.Tokyo and New York Indicated 


These showed net profits of 
' £60m, compared with last 
year’s £28m, to Hue with mar- 
ket expectations. Along with 
the figures the group 

«nmnB niyH a mnrfi Mfw than 

expected dividend and a cne- 
fbr-two scrip issue. 

It was the dividend and the 
' scrip, which prompted a burst 
of buying interest to LASMO 
shares which touched 632p at 
one p oint. But this level 
brought out plenty of profit 
taking with dealers ali ghtly 
disappointed, that there was no 
news on the company's Wes- 
tray well to the North Sea. 
There has been heavy buying 
of LASMO to recent weeks 

amid Write that the Well h«« 

encountered ofL Dealers expect 
news from Westray in the next 
few weeks. 

Pally Peek; was up 7 at 393p 
on turnover of 5.9m shares fol- 
lowing news that it had bought 
! a US fruit and vegetable whole- 
saler for J23£m, and its . prop- 
erty company for a further 
t6Am» The purchase was paid 
for by the issue of 4£Sm ordi- 
nary shares, of which approxi- 
mately 3m were said to have 

howl planwi jn Europe gnri 1 m 

in the UK yesterday. 

Cadbury S c hweppes eased 2 
to 315p following fall year 
resutta that provided few sur- 
prises for -the market. How- 
ever, there was disagreement 
among analysts as to whether 
Cadbury’s 16 per cent rise to 
profits in 1989 would be 
repeated this year. But ana- 
lysts* assumptions on storting 
also affected their forecasts. 

Mr Marcus Darville of 
County NatWest said he had 
left his 1990 estimate of £285m 
unchanged, based on 10 per 
cent profit growth using Cad- 
bury’s new exchange rate 
assumptions. Mr Gari Short of 
KttcatAAilkeu trimmed his 
1SB0 estimate by fittn to £285m. 
reflecting 7 per cent growth, 
although be expected a strong 
. recovery, in IBt ButMc Rtoh- 
aW Workman of Hoare* Govett 
left - His- - £290m - forecast 
unchanged, based on- "an 
aggressive forecast" for ster- 
* ting’s exnected losses. 

S.G. Warburg reiterated Its 
long-held buy recommendation 
on Marks and Spencer after a 
brief discussum with the com- 
pany and the shares spent 
most of the day showing a gain 
of S as a result. 

The appointment .of Mr 
David Quayle as a non-execu- 
tive director of TVS E n tertai n - 
manta helped the shares 
recover part of their recant 
weakness to close 10 higher at 
10Bp. 

Scottish and Newcastle were 
6 bettor at one point on talk of 
a recommendation from Robot 
Fleming and yet further sug- 
gestions that a 23.6 per cent 
stake to the comp any held by 
Elders EKL of Australia had 
been placed. Marketmakers 
said they did not behave that 
the stake had been placed, and 
Mr Philip Shaw of Fleming 


■ CAPITAL ft COUNTIES has 
appointed as nonexecutive 
directors: Mr Henri deYIDtera, 
chairman of the Standard Bank 
of South Africa, and deputy 
riwimiim pf fh f* Jj b qly T.Hh 
Ckonp, and a director of othmr 
companies; mid Mr Robin 
BaPlle, a director of - 

TrgnwAtlaritfp Hnl(tinp i | 

London & Strathclyde Trust, 
Boostead, and other 


Lord Cairns joins 

BAT Industries 

Lord Cairns, a vlc&chalrman 
of S.G.Warburg, the UK 
investment bank, has been 
appointed a non- execu tive 
director of BAT INDUSTRIES, 
the tobacco-based 
conglomerate, mite* Nikki 
Tait 

£LG. Warburg was part of the 
team -of advisers used by BAT 
during its bid defence against 
Sir James Goldsmith's Hbylake 
consortium. 

BAT’s usual UK merchant 
bank is Lazard Brothers but 
Warburg was added to the 
defence team when Hoylake 
launched its bid In July. Before 
that, there was tittk contact 
between the conglomerate and 
Warburg. 

BAT said that Lord Cairns’ 
appointment represented a 
desire for City representation 
on its board. He does .not 
directly replace an outgoing 
director, although one 
executive board member has 
recently retired, ft Is the first 
external board appointment 
accepted by Lord Cairns, 


the fragility which still under- 
lies prices to London, accord' 
tog to analysts at leading secu- 
rities firms. 

The January trade deficit, 
one of the worst on record, cast 
further gloom over the outlook 
for domestic interest rates, 
although such concerns were 
balanced yesterday by a firmer 
frond to the sterling exchange 
rate Index. 

With the outlook for global 
bond markets still far from cer- 
tain, there are now some 
doubts over toe prospects for a 
further recovery this week in 
UK equities which appeared to 
bounce so successfully on 'Mon- 
day when the sensitive FT-SE 
2,200 paint was touched. 


said that he had not been 
unduly positive on Scottish in 
his first to a series of quarterly 
s u r v eys of the brewing sector. 
Scottish eventually closed 4 
better on the day at 314p. 

. Worries over the financial 
strains arising from its Holiday 
Inna acquisition initially weak- 
ened Bass. But the announce- 
ment late to the day that it 
was putting up for sale 47 
Crest hotels arrested the fan. 
The shares closed at 973p, 
down 9. 

One trader was said to have 
bought BAA shares from sev- 
eral marketmakers just a fter 
the announcement of the trade 
figures. The resulting shortage 
of stock supported the price 
which closed 5 firmer at 394p. 
Trading volume was a thin 
786,000 shares. 

Shares in Walter Sundown, 
the shipping, security and 
Insurance group, climbed 10’to 
S35p, 15 higher than the cash 
offer made far the company 
last Friday by Forvaitnings AB 
Avena, the diversified Swedish 
group. Dealers said that US 
arbitrageurs had picked up 
stock. Avena has a 28.5 per 
cent stake to its target which, 
nnrHw in the week, dismissed 
the £47 Am hostile bid as 
“whollv inadeouate.” 

Leigh I nt erests retreated 17 
to 345p an the announcement 
that the company was making 
a one-fbr-three rights issue at 
290p a share to raise £35.6m. 
The fell was, however, con- 
tained by talk of stake build- 
tog. 

Davy Carp hardened 10 to 
233p an talk of likely orders 
from Venezuela and Qatar. 

Aerospace related stocks 
opened firm fallowing a posi- 
tive presentation cm Tuesday 
at BZW about the future of the 
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European Fighter Aircraft 
(EFA) project. Fears about can- 
cellation of the project in the 
wake of changes to eastern 
Europe appear to have been 


British Aerospace having 
been 12 higher on the EFA 
news retreated to close S up at 
504p on continued worries 
about the final cost of the 
strike at a number of its plants 
to support cl a shorter working 
week. 

Rolls-Royce edged a penny 
forward to 178p supported by a 
buy note from C ounty NatWest 
and news of the MW presenta- 
tion. Also benefiting from the 
BZW seminar was Smith 
Industries which added a 
penny to 236p. 

A stock shortage in Gfynwed 
International lifted the shares 
to close 4 up at 230p with UBS 


Phillips ft Drew were said to 
have been shopping for stock. 

Profit takers with S.G. War- 
burg reported to have led the 
way, caused Hawker SSddeley 
to give up some uT the previous 
day’s gams. The shares foil 4 to 


T Cowie shed 4 to 54p on talk 
of a foil to profits ova- the last 
3 months. A BZW recommen- 
dation lifted William Baird 5 to 
206Pl 

Market doubts about the pro- 
posed disposal of its joinery 
and home improvements divi- 
sions ann ounced on Tuesday 
hurt BET. The shares slipped 8 
to 230p to active trade of 4£m 
shares. 

Williams Holdings which 
reported figures above market 
expectations last Monday, 
finned 4 to 248p as BZW 
upgraded profit expectations. 


BZW is now predicting 1990 
profits of £160m <£l55m), and 
£180m (£178m) for 1991. Mr 
Rory Sweetman at BZW said: 
"Growth is now reemerging 
and there will be major ration- 
alisation benefits in both 1990 
and 199L* 

Light buying of some of the 
property sector's second liners 
supported Southend, up 8 at 
133p, and Tops Estates, up 10 
at I63p. Part of a line of stock 
in Land Securities was said to 
still be around the market, 
leaving the stock 5 off at 472p. 
Same dealers reported switch- 
ing out of Land and into 
MEPC, up a penny at 486p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index, London Traded 
Options, and recent issues 
Page 21 
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CURRENCIES, 


FOREIGN EXCHANGES 

Sterling and dollar improve 


AND CAPITAL MARKETS 


FINANCIAL FUTURES AND OPTIONS 
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STERLING SHRUGGED off 
poor UK trade figures yester- 
day, and the dollar was firm on 
unexpectedly strong fourth 
quarter growth in the US econ- 
omy. 

The pound fen sharply on 
news that the UK current 
account deficit in January 
widened to £l.88bn from a 
revised £817m in December, 
but then recovered on sugges- 
tions that the January figure 
did not mark a change In the 
improving trend. The Central 
Statistical Office attributed the 
larger than forecast deficit - 
expectations in the market cen- 
tred on a shortfall of about 
£L3bn - to erratic items. 

Dealers regarded sterling's 
fall to a low of DM2.8475 as an 
opportunity to buy the cur- 
rency back at a cheaper level, 
but not everyone was happy 
that the January trade position 
could be so easily dismissed. 

Mr Nick Parson’s, economist 
at Union Discount, said the 
market bought the pound 
because charts point to a con- 
tinued rise in the value of the 
currency, but charts cannot 
predict when a trend will 
chflTip i. Be added that in his 
view the official reason for the 
large deRHt was sus- 
pect, ana that by blaming the 
figure on erratic items the 
authorities were trying to 
“have their cake and eat it”. 
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Mr Parson’s noted that 
erratic items added only £Sm 
to the January deficit, bid the 
December figure had benefited 
by £390m from erratic items 
and tbe erratic figure for 
November reduced the short- 
fall by £310m. It was more a 
matter of erratic items reduc- 
ing earlier deficits rather than 
increasing the January figure. 

But tins did not mean ster- 
ling would weaken in the short 
term - it Is too expensive to 
fund short positions In the 
pound at present high UK 
interest rates - but it did mean 
that farther bad economic 
news could lead to a fall In the 
pound’s value, according to Mr. 


The pound bounced back 
and closed firmer on the day in 
London at DM2L8675. compared 
with DM2. 8500 on Tuesday. It 
also advanced to SFT2.5200 
from SFr2.515Q and to 
FFr9.6975 from FFr9.6475, but 
was unchanged at Y25L50, and 


fell 20 points to $L69O0. Star- 
ling’s index, on Bank of 
En gland figures, tOSO 0.3 tO 
899. 

The dollar rose on publica- 
tion of a revision to US Gross 
National Product growth in the 
fourth quarter of last year. The 
revised growth in GNP was put 
at 09 per cent, against a previ- 
ous estimate of 09 per cent. 
Economists expected a small 
downward revision to 0.4 per 
cpnt in moderate trading the 
dollar advanced, climbing to 
DML6960 from DML6840 at the 
London close. It also rose to 
SFTL4910 from SFTL4880; to 
FFr5.7375 from FFr5.7025; and 
to ¥14890 from Y14890. The 
dollar’s index gained 0-1 to 67 J6. 

A rise in Tokyo equity prices 
and Anther Intervention by the 
Bank of japan encouraged a 
steadier performance by the 
Japanese yen. Intervention was 
estimated at $S00m to SLbn. 
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Futures broking - 
Fast, accurate service 
at a great price. 

More and more active, experienced investra^e 
iAnariaj DCL’a dealing s ervices. We axe teBdtnq 
the way in lew-cost, execution-only futures 

. lwwHwft hv /i mi hrninn 3 UfOIUPt. flffirim U SOTViCtt 

w^^^^ cort savinga. Irt taflor-made for 
im atm* who know their own mind and don’t 
nee d advice os costly research. 

1 Commission rates 

Our comnosskm rates axe divided into three scales— 

1-8 contracts £23 or $90 (KT). 

6-10 counacts £20 or $40 (BT). 
mom 10 ountiadH £18 or $30 (BT). 

2 Trading room 

TWS irnwym facility gives dish the opportunity to 
trade from oor office. The screens in die trading 
room provide five prices fr o m all the UJC. and US. 
f muw M M y i ' iun j ni^ quotes from the Or. equity 
market, up-to-fha-mimite market news, and the latest 
in computerised charting technology. 

3 Instant execution. 

Whether on the phone or in the trading room you will 
apeak to highly qualified experienced deale rs . On 
most market orders they will execute and confirm 
- yoor deal within seconds. 

4 Trading hours 

Our dnwlmg services are available from 7.30 am until 
&30 pm, and depending an market volatility 24 hours 
. a day. 
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9-11 GR0SVEN0R GARDENS, LONDON SWlW 0BD 
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FTSE 100 WALL STREET • 

Mar. 2264/2274 43 Mar. 2633/2645 +24 
Mar. 2276/2286 43 I Apr . 2248/2660 +24 
Spin Prices. Change from previous 9pm close 
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Tories see as dungeon? 
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TOKYO - Most Active Stocks 

Wednesday February 28 1090 
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Travelling by air on business? 

Enjoy reading your co m pli menta ry cow of the Financial 
Times when you are travelling on scheduled flights from 

BRUSSELS 

wiih Lufthansa, TWA, Sabena, Pan- Am, British Airways. 

F innair 

FINANCIAL TIMES 1 

iimOM I kuiiHltt aievoNi I 


A word of advice (and comfort) 
for business travellers staying at 
North America’s leading hotels... 


AIWAYS ASK FOR YOUR COPY OF 
THE FINANCIAL TIMES! 
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6% 
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6% 
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8$ 
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98%+ % 
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5% 

«% 
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2% 
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9% 
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85 118 » 88% 26% - 

15 
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6Mb 28% 21% »%+ % 
1683 a% 31% 38 + % 

40 $ 11-16 %- % 

W 609 8% 6% 8 + % 

M2 <2661116 «% 1M+ $ 

5 IB? A — ' 

O M 6% 

w a 21% 

7MQ5 2% 2b 29-16 

M T« 16% 18$ 18$ - % 
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Mapl 
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AaB«n 21 ai 11% n$ n%+ % 
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AkWae t 86 M 6% 9 B%+ % 
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Alrefir 52 16 81 W% W%+ % 

- ' ~ 7 1341 30% a% 29 %- % 

26 2 29% 38' ' 

12 M 10% 
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AWAhl 
ABnhr JO 

JSS J6 


1J0 
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11% 11$ + 
39% 38% 


APbCi 
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Are* 1 JB 14 a W% 15% W%+ % 
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ApapEfl JB IS 880 19$ 14% 14%- $ 
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M 1932 14% 19% 13% 
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BabMM59b 0 W6 22 *1% 21% 
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Catena 5* 26 1105 «% 


to 19 is - % 

84 09% 86$— 1 
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MS 7 0% 8$ 
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CartQa 50a ■ 17 Sa 26 34% 34$ - % 
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<7» 31 7& b 

27’S lii fit \ 
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I 1 W. 10, 

W 21 X6% S3' 
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B 40 * 
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CbmOag 17 M IS 12% 12$ + $ 
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t _ « *% 4% 4% 
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UO 1 IS 23b 23% 23b- % 
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17 - * 
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J 27 T 7 7 
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WmeFn JO 6 37 10$ W$ 10$ 
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Dynacn 
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11 13 13 13 
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FtChat 52 
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•0 26% 34% 24$ 
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9 Wl Oft 6ft 9ft- ft 
60 399 0 2ft 3 + ft 

10 173 26% 29 26%+ % 
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W 11417 16% 17ft 17%+% 

10 12ft 12ft 12ft 

tO 4B*u17% 16% 17 

63 16 Wft 16% — ft 

6 4 17% 17% 17% — ft 

11 123 31% 31 81ft+ ft 

480 23% a 23b 

MO B Ub 12 tt 
34 254 7ft «% 7%+ ft 

33 M% 14b 14% 

t 230 Wb Wft Wb+ ft 
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W 25 10$ dU% Wft- $ 
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483 7% 6% ■%- % 
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10 79 16$ W% 15%+ % 
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a « 11ft 11 
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SB 
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GNW .16a 0 * 14% 14% M%+ % 
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SZA -M 47 11 10% W%- ft 
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* 20 34 26% »% 26% — % 
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Pint JO 
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a 32 a o a - $ 

« s ? a: 5 
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76 277 
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426 1ft 15-19 1 7-16 
XI 541 11%. 11 11ft+ b 

9 9 2 ft 2 ft !ft + 

a a a “ 

194 2 
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CerpS$ 
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9 8 
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62 47 16% 16ft W%+ % 
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Cause M4 6 634 M. 16ft S * ft 
CanOCIs 000 219 18% 16. IS. 

Coded a I W% 10% . 10% 

am 6 Jt » 461 ttft ttft MV- ft 

' 416 M% 

6 6* 38ft 

10 43-164 >16 4 3*16+ V16 
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68 11 14ft Wft 14ft 

ZB 2604 91ft -90% 91 + ft 

17 32 IS. Hft M$— ft 

Crdflrl OT 32 4T8 29% Sft 29%+ % 
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C tore t 474 *% d 6 S%-1% 

Creaua 20 94 12$ 11$ 12ft- ft 
CnwTr Hi 6% 6% 6$+ ft 

cwnoa 9 12 Mb 11b 16% 

Critofr 31 41 9% 8% Bft+ ft 

cytegn 48 6ft 6 6ft + ft 

— D-D - 

•06NRH JO 08 lift "Wft 11%+ ft 
DBA 62 4% «ft- 4ft + ft 

OP Are 8 a ttft 12% Wft + ft 

DHTctr W 77 12% — 
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DebySy 229 17-82 % 

OaSSam tt 666 7ft 7 

OdrtGO .W 3 M 92 OH 86 -4 

□■10 4159 » an sft aft a%+ ft 
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17ft dWft 17% — % 
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7ft 
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II 164 17$ 17% — 
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-W 
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QouidP JB 16S2 17ft W. 
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.10 04 n Sift 30ft 30% — $ 
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QACu J3a sre 7% 7% 7$ 

QLkSc J9 0317 17 17+% 
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50 K I 29% 29$ 29$ — % 
1061 4ft 4. *>+ ft 

tt 1257 Oft Oft Oft- $ 

0 714 4ft 4 4 — ft 

19177B Wft 17ft 17 %- % 

121 0 6$ 0 - ft 

- N-N - 

HBO 

mo 
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Hrtvln At 6 299 29ft 20% 2P% - ft 
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HrOdOt UO M 327 64 32% 64. +1% 

HawfcB 4 W4 • 7% 7% — % 

MMO 30 109 12% ttft 12ft- % 

HttnCS J6a 22 233 ttft ttft tt%+ ft 

tt 133 13$ 13ft Wft- % 
42 •% Bft Oft 

9 290 M$ 14 Mft+ % 
HdbgA .tt T2 12n ttft 12 ttft + ft 
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6 706 13$ ttft U%- $ 

009 7 % 7 7ft- % 

120 8% d Sft 3%+ ft 
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W tt Wft 16ft W%+ ft 
tt n - 7ft d 6$ 7 - ft 
W 207 4 9$ 3 16-19+1-16' 

HmCta 59 W 17 22 31 XI - ft 
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HmaSev 1 JB 9 02 13$ 13% T3%- $ 

HDRL W 904 Wft 13$ Mft+ ft 
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t a 207 9$ 9% 9ft + ft 

JB 94 22 n 37ft ttft- % 
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54 17 33 13$ 13 13 — $ 
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w* 
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a ‘riii 


HutckT 
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Wft W Mb 
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9% 9$ 9ft 

- 1-1 - 
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tt IM 0$ S% 8$ 
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28 57 fi 5 6 
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“ 17$ 17ft 17$ 

20% Wft 20. 

5% 6% 5$ 


+ ft 


28 632 4$ 4% 4%- ft 

14 224* 20ft ttft 20%+ % 

11 49 7% 7ft 7ft + ft 

66 10 Oft M- ft 
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042 6 4ft If- ft 
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Juan 50 M 66 19% Wft Wft 
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Katoar ,10a 30 M 9ft 9 ft 9% 
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(reran 58 16 346iG9% 29 25% 
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ns 

Bb 
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U 
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AMERICA 


Dow improves as key data 
on inflation are revised 


Berlin plans to grow in financial stature 

Andrew Fisher examines a middle-ranking bourse’s position as the map is redrawn 


Wall Street 


A SHARP rally in the Japanese 
stock market overnight helped 
US equities overcome disap- 
poi ntmen t about the late bout 
of profit ’taking seen on Toes* 
day, , twites Janet Bush m New 
York. 

The Dow Jones Industrial 
Average closed 10.14 points 
hi gh er at 2,627.25 on active vol- 
ume of 184m shares. On Tues- 
day, the Dow had stood more 
than 25 points Wghnr at One 
stage hut then dipped back 
during the afternoon session to 
close 14.63 points higher at 
2,617.11 

All major US Indices were 
higher yesterday. Although 
blue chips have been outper- 
forming secondary stocks, 
smaller capitalisation issues 
have also improved so far this 
week. On the over-the-counter 
market, the Nasdaq Composite 
index registered a gain of 3J22 
points to stand at 425.83. 

In Japan, the Nikkei 225 
index jumped 694.04 to 
34^9149, managing to recoup 
more of Monday's plunge. 

There was more encouraging 
news on the inflation front 
with both key indicators of 
inflation attached to the GNP 
release revised downwards. 

The combination of slightly 
stronger growth in the final 


quarter of last year with a 
lower inflation profile was 
dearly positive for the stock 
market 

The bond market which at 
first registered modest gains, 
then £dl quite sharply dozing 
the afternoon session. In late 
trading, the long bond was 
quoted % point lower. The dot 
Iar Armed after the GNP fig- 
ures, quoted near its session 
highs in late trading in New 
York at Y149.0Q. 

Mr Alan Greenspan, chair- 
man of the US Federal Reserve, 
told the House of Representa- 
tives Budget Committee that 
the probability of a recession 
bad now slipped below 50 per 
cent and said that growth in 
the first quarter of this year 
should be slow but positive. 

Among featured Issues yes- 
terday was Exxon which fell 
$1% to 847% after being 
indicted on five felony and mis- 
demeanor counts in relation to 
the Exxon Valdes oil spill. If 
convicted, the company could 
face fines of more than $600m. 

Shearson Lehman Hutton, 
the brokerage firm which is 
receiving a total of $145bn in 
new capital from Its parent 
American Express, was up $% 
to 812% after its annoucement 
that it will cut 2,000 jobs over 
the next month in a review 
which aim« to achieve ann u al 
savings of 8400m. American 


Express added SI to $29%. 

Harcourt Brace Jovanovich 
was unchanged at S2% after 
reporting fourth quarter net 
Income from continuing 
operations of 73 14 cents a 
snare compared with a loss of 
S1.09 a year earlier. 

Union Carbide rose 8% to 
824% amid fresh speculation 
about a possible takeover ox 
restructuring. The monthly 
board meeting was scheduled 
for yesterday. 

Among blue chip issues, Boe- 
ing jumped 82% to 863%, 
American Telephone & Tele- 
graph was up 8% at $39%, Gen- 
eral Electric added 8% to 861% 
and Sears, Roebuck edged $% 
higher to 841%. 

Canada 

STOCKS closed mostly firmer 
in thin trade, dealers, said. 
“Bargain hunters stepped In 
because the market is over- 
sold,” analyst Mr Joe Ismail of 
Moss Lawson and Co said. 

The composite index rose 
26.42 to 3,686.7 on volume erf 
24.5 m shares. Advances led 
declines 391 to 295. Rising 
interest rates are lowering 
housing starts, causing real 
estate and construction shares 
to drop, Ismail said. Gold 
shares recovered part of recent 
losses, despite sliding bullion 
prices. 


EUROPE 


Gentle advances precede 
capital increase plans 


IT WAS a day of gentle 
improvement in most bourses, 
although capital increase plans 
in Germany and Italy may put 
that equilibrium to the test, 
writes Our Ma rkets Stuff. 

FRANKFURT saw debatable 
positions taken In Individual 
stocks as the market Itself 
stayed in equilibrium. 

Thyssen rose another DM5 to 
DM301, up DM14 over two 
days, -and topped the volumes 
list in turnover of DM454m. Mr 
Mark HawtinofBNP Securities 
felt that buyers, looking at east 
European prospects, were giv- 
ing too tittle weight to the 
cyclical risks in steel, which 
made 56 per emit of group prof- 
its last year; he is going for flat 
to lower earnings in 1983/90. 

Conversely, Munich Re, the 
world’s biggest reinsurer, fell 
another DM90 to DM2410 for a 
three-day drop of DM285. This 
could reflect three days of 
storms across Europe. 

However, Mr Tim Dawson, 
continental insurance analyst 
at brokers BZW, observed that 
the storm losses were probably 
negligible - maybe one half of 
a percentage paint of insurance 
company net asset values - 
and that recent declines in 
bond and equity markets may 
be more important 

The DAX index rose 540 to 
1,809.92, after a 4.31 rise to 
75648 in the FAZ at midses- 
sion. Volume virtually stood 
still at DM5 .7m. 

The market closed before 
Volkswagen, down DM3 at 
DM554, came out with a ona- 
for-10 lights issue, which could 
raise well over DMlbn. 

MILAN heard after hours 
that Montedison had proposed 
a LlO.OOObn ($8bn) capital 
increase for Enimont, the 
chemical company it set up in 
a joint venture with Em, the 
state energy group. The Eni- 
mont chairman resigned yes- 
terday and the shares fell from 
an unchanged L1.470 at the 
close to Ll,420 in after-hours 
trade. 

The Comit index dosed 334 
higher at 655.71, featuring a 


L150 rise In Benetton to L848Q, 
after a L32D rise on Tuesday, 
following the US Federal Trade 
Commission's decision to drop 
proceedings against the com- 
pany In relation to its US fran- 
chise practices. 

PARIS advanced again and 
turnover showed signs of pick- 
ing up, after news of a better- 
than-expected French trade 
deficit for January. The deficit 
shrank to FFr740m from 
FFr2.44bn in December. 

The CAC 40 index gained 
2430 points, or 13 per cent, to 
1349.68 and turnover was esti- 
mated at more than FFt2bn, 
after the previous day's very 
light FFrLGbn. 

Bine chips made healthy 
gains in fairly good volume, as 
portfolio managers went buy- 
ing on the last day of the 
month.' Suez was the most 

active rtncfc, gaining CTiSM to 

FFr43130, with 670,400 shares 
traded, and Peugeot rose FFr12 
to FFr790 an 280,780 shares. 

Not all sectors were caught 
up in the enthusiasm, however, 
with packaging issues showing 
declines. CMB, the second most 
active issue, dropped FFr730, 
or 43 per cent to FFr16330 
after a leading Paris broker 
downgraded its earnings esti- 
mate for the company. Ana- 
lysts are worried that the 
weakness of sterling will 
adversely affect the results of 
CMB, which was formed in 
April last year by a merger of 
Camaud of France and Metal 
Box Packaging of the UK. 

Pechiney International, the 
alumininin and packaging 
company, lost FFr3 to FFr139 
with 270300 shares exchanged, 
also on a downward revision of 
profit forecasts by analysts. 

BRUSSELS moved higher in 
spite of uncertainty over inter- 
est rates. The cash market 
bides rose 5933 to 5,67933. 

Gdndrale de Banque, Bel- 
gium’s largest bank, rose in 
spite of its announcement of a 
huge foil in 1989 profits, after it 
made provisions for loans to 
developing countries. Gdn&rale 
de Banque climbed BFrl80 to 


BFr4.705 while its parent, 
Sodetfc Gdndrale de Belgique, 
was BFr40 up at BFtS,165, with 

33.000 shares traded. 

FN, the arms mater, gained 
BFI33, or 10 per cent, to BFr380 
amid speculation that its main 
shareholder, again Soddtg 
Gdndrale de Belgique, was put- 
ting together a rescue package 
for the struggling company. 

■ Cockerill, the steelmaker, 
was one of the best performers, 
attracting bargain-hunters to 
finish BFr9, or 53 per cent 
higher at BFrl83, as a heavy 

220.000 shares changed hands. 

MADRID continued to 

rec ov er, as the general 
rose L28 to 273.41 in light vol- 
ume. The construction sector 
strengthened *£■*". with Gris* 
taleria risin g Pta54 to Ptalj094 
and Valendana de Cementos 
adding Ptal45 to PtaS.225. 

AMSTERDAM was little 
changed In quiet trading, with 
a decline In domestic bond 
prices tipping shares off their 
highs. The CBS tendency index 
rose 0 J. to 106.6. 

Amro, the Netherlands' sec- 
ond largest commercial bank, 
gained 60 cents to FI 7530 after 
reporting a 45 per cent profits 
rise. 

Philips lost 10 cents to 
FI 41.10 before announcing 
results today and after news 
that Mr Cor van der Klngt, the 
chairman, win retire in July. 

VIENNA’S bourse index 
broke through the 700 level, 
hitting a record 70L64, up 833, 
in moderate trading as foreign 
investment funds returned to 
the marke t 

STOCKHOLM Improved in 
moderate trade worth 
SKrS34m. The AfESrsv&rlden 
general index rose 6.1 to 
1,175.1, OSLO was mixed in 
moderate activity, with inves- 
tors taking some profits. The 
all-share index rose 1.05 to 
608.11 In trading worth a total 
of NKr375m. 

advanced slightly 
in trade still stifled by the 
banking pay dispute. The Uni- 
tas all-share index rose 23 to 
6543. 


S INGE THE breaching of 
the Wall, the world’s 

HMwi Hfln Zihh icenfrwari OH 

Berlin. Now the big question is ‘ 
whether a reunited Berlin will 
become the capital of a united 
Germany; but more important 
to the financial world is the 
extent to which the city will 
Increase in financial stature, 
now that the did political and 
economic assumptions have 
been blown apart 
In spite of West Berlin’s 
industrial status - it is the 
biggest industrial centre in the 
Federal Republic and the 
whole city’s gross national 
product exceeds that of Portu- 
gal - it is by no means a stock 
market leader. West Ger- 
many’s bourse system is domi- 
nated by Frankfort, with DO* 
seldorf an increasingly distant 
second. Between them, they 
account for about three-quar- 
ters of total business. 

Berlin, which is much stron- 
ger in share dealing than in 
bond trading, ranks at about 
the middle of the eight 
bourses, which also Include 
Munich, Hamburg, Stuttgart, 
Hanover and Bremen. Mr Wfl- 
fried Hflbscher, the new chief 
executive of the Berlin Stock 
Exchange, hopes the move 

ASIA PACIFIC 

Nikkei n 


Tokyo 

THE MOOD on the market was 
better yesterday, as the Nikkei 
average rose nearly 700 points 
to port to seventh largest gain 
in history, writes Mkmyo Nak- 
amoto in Tokyo. 

B uflcUng on Tuesday’s gains, 
the Nikkei advanced sharply 
just after the opening and con- 
tinued on an uptrend through- 
out the day. Activity pitted up 
significantly, with turnover of 
728m wh a w- ft , up fr ow n Sffim nn 

Tuesday, the highest level 
since January 5. There were 
983 gains, only 77 losses and. 53 

issues tmchawgieri- 

After rising to a high of 
34,755.72, the index closed 
694.04 higher at 3439139, 
against a low of 3335030. The 
Topix index of all listed stocks 
rose 6530 to 2,56534 but, in 
London, the ISE/NIkkel 50 
index dropped 1032 to 138234. 

Overnight strength on Wall 
Street and the yen’s firmness 
against the dollar provided a 
reassuring environment for the 
small-lot buying by individual 
investors and the newly 
launched investment trust 
fimds, which. gave thp market 
its support. 

Investors were relieved that 
Tokyo’s recent sharp downturn 
bad not led to a collapse of 
stock markets worldwide. 
Meanwhile, the Bank of Japan 
was said to be selling dollars 
heavily to prop up the yen, and 
those efforts, appeared finally 
to be having -some results on 
the currency markets. 

Gains on the futures markets 
continued to be reflected on 
the cash market. Although 
futures had a downturn late in 
the day, there was relief that 
they had calmed down to the 
point that investors could con- 
centrate an the cash market 
without sla vishly f ollowing 
futures developments, said one 
Japanese broker. 

Yesterday’s rise was a 
rebound from the market’s 
recent sharp fall, rather than a 
response to the improved envi- 
ronment, said an analyst at 



MkrAihnod 

The Brandenburg Gate presides over hopes of renaissance 


towards unity will give the 
city, the financial capital of 
pre-war Germany, an uplift 
“We have to think in both 
visionary ami realistic terms,” 
be says. “Seldom have condi- 
tions been so favourable for 


us.” Neither be nor other stock 
market officials and exp e rt s , 
however, expect Berlin to came 
anywhere near displacing 
Frankfurt as the main stock 
market Frankfort Is where the 
big banks have their headquar- 


ters and where most invest- 

men+hag tafrgn place. 

Mr Hflbscher, previously 
with the Federation of German 
Stock Exchanges in Frankfort, 
says, that foreign banks, of Jap- 
anese as well as European 
domicile, have shown strong 
interest in becoming members 
of the Berlin Stock Excha n ge; 
and so have German brokers. 
Banks from the East conld also 
Join, if they set up branches in 
the West At presort there are 
50 members. 

Apart from a basic fee erf up 
to DM12,000, new members win 
have to pay sums ranging from 
DM10300 to DM250,000, de- 
pending on their business vol- 
ume, to pay for the new prices 
screen. Costing more than 
DM2m (JL2m), it is the biggest 
liquid crystal display screen at 
any European bourse. 

However, It is not the size of 
the screen that should focus 
more attention an Berlin, but 
the prospect after a phase of 
intensive economic restructur- 
ing, of dynamic growth In East 
Germany - and thus of efforts 
to raise equity and loan capi- 
tal. Berlin co uld benefit from 
the flotation of viable parts of 
the Kombinate, the state- 
owned Industry groups; the 


listing of Joint ventures and 
participation funds; helping 
new companies, which should 
spring up once the legal basis 
has been formed; and raising 
loans for east European public 

hodips 

The issue of giving East Ger- 
man citizens a stake in their 
country’s growth, along with 
their new political and eco- 
nomic freedom, has exercised 
econo m ists on both sides of the 
border. This could mean the 
issue of Volksaktien (people's 
shares) in companies and prop- 
erty, with preference possibly 
going to employees. 

B erlin’s small size in rela- 
tion to other markets 
could be an early advan- 
tage, Mr Hflbscher reckons. 
For East Germans, Poles or 
other east Europeans wanting 
to familiarise themselves with 
stock exchange practice, Berlin 
is probably more manageable 
than big markets such as 
Frankfurt or London. 

Maybe German cities in the 
East will one day develop their 
own markets, although no-one 
is yet talking about bourses in 
Leipzig or Dresden. Mr 
Hflbscher’s hope is that the 
need will be met from Berlin. 


SOUTH AFRICA 

A FIRMER dose in 
Johannesburg reflected fur- 
ther strength in leading over- 
seas markets, although trad- 
ing was generally quiet 
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Trading on the Hetetnki exchange has been reduced following a- banking employees dispute. 


Daiwa Securities. Considering 
the downturn of the past week 
and the present market envi- 
ronment cf high interest rates, 
ft sluggish yen *nd Nigh oil 
prices, analysts said it was 
likely to take some time for 
share prices to recover to any- 
where near last year’s highs. 

Buying interest was broadly 
based, but issues that looted 
cheap and those with good 
earnings prospects were espe- 
cially favoured. In tire former 
group were chemicals, with 
Takeda firming yiog 

to Y2J30 and Nippon Chemical 
surging Y260 to Y2£0(L 

Electricals and tnwHnmglwnl 

constructions were seen as 
promising high-earners. Pio- 
neer, the recent favourite 
among issues with strong busi- 
ness results,' added Y180 to 
Y6.670 in active trading. FuJita, 
the construction company, was 
second on the actives list with 
144m shares, rising Y50 to 
Yl^ia Maeda Road Construo- 


TBE MANILA and Makati, stock exchanges in the Philippines 
are using a new set of stocks to their composite 

Indices from today. Mr Myron Papa, a governor of the 
Makati exchange, said yesterday that some of the 25 stocks 
previously Included were no longer actively traded and 
therefore did not reflect the trend of their particular sectors. 

Yesterday, the Manila composite index eased 54 to 
1,01545 on political uncertainty, following the previous 
day’s arrest of Mr Juan Ponca Enrfle, the opposition senator. 


tion followed with 13.6m 
shares, rising Y150 to Y2450. 

Osaka rallied with a record 
gain of 143740 points, which 
took the OSE average to 
86460.57. Turnover improved 
to 107m shares from the 93m 
traded on Tuesday. 

Roundup 

THE PACIFIC Basin made a 
more limi ted- response to 
Tokyo’s recovery yesterday 
tha n it di d an Tuesday. 

AUSTRALIA was in waiting 
for today's balance of pay- 
ments «nd the TMthmfll elec- 


tions on March 24. The All 
Ordinaries index rose 4.7 to 
L575.1 In turnover of 106m 
shares and A$134m, against 
Tuesday’s 75m and A$183m. 

Bougainville Copper contin- 
ued to rally, adding 9 cads to 
A$L27 as the company agreed 
compensation with insurers for 
the closure of its Papua New 
Guinea mine. 

HONG KONG saw its best 
gains in properties, as the 
Hang Seng index gained 3946 
to 245148. Turnover improved 
from HKfTAhn to HK$L2bn - 
still well below the level seen 
-before Tokyo’s plunge. 
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SINGAPORE saw gains out- 
number losses by 204 to 41 
(with 117 unchanged) as profit- 
taking developed late and the 
Straits Times industrial Index 
rose 1447 to L550.06. 

Malayan Breweries fell 40 
cents to S$10.90 cents after 
MTmnnnrlng that group profit 
would be mt by losses at sub- 
sidiaries in Papua New Guinea. 

TAIWAN’S confidence con- 
tinued to grow on signs of 
domestic economic strength 
and on the rally in Tokyo. The 
weighted index gained 23043, 
or 2 per cent to U.66L73 on 
volume of 844m and NTS137bn, 
up from 771m and NT$12SbzL 

SEOUL had a busy session, 
although the composite index 
dosed only slightly higher at 
86149, up L76. Volume was 
17m shares worth 329bn won, 
up from Tuesday's 244bn won. 
Rumours that the Government 
would introduce measures to 
boost the market alternated 
with fears H«t it would not. 





■ ,j v 


r 












